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How Just is Direct Taxation? 


BY PROFESSOR MOTOKAZU KIMURA (HITOTSUBASH] ACADEMY, TOKYO) 


PRINCIPLES of taxation, to a large 
extent, are the product of philo- 
sophy, social and political. Con- 
ideration of them is not part of 
empirical science, but of meta- 
physical enquiry. 

Many medern writers. for instance, 
seem to have accepted the “ ability 
to pay ” principle, but many different 
methods of measuring “ability” 
have been presented in theory and in 
practice. If, for example, the solidity 
of income sources is to be taken into 
account, the earned income from 
labour must have much less “ability” 
than the unearned income from, say, 
land does. But if continuity of in- 
come be the criterion, the “un- 
earned ” income arising from a tem- 
porary success in a vicissitudinous 
trade will properly be thought to 
bear a lesser tax burden than con- 
tinuously earned income from 
labour. 


. 


If these examples are not persua- 
sive enough to show the difficulty in 
estimating ability to pay, we can 
mention the example (of much prac- 
tical importance) of the case where 
a heavy tax burden tends to impair 
the diligence of the well-to-do people 
to such an extent as to prevent the 
desired formation of national capital. 
What will then take place? Some 
writers say that the ability principle 
for Direct 


From “ Conditions 


Tokyo, 


Taxation,” 


must concede then to practical neces- 
sities—** expediency ” or “ least cost 
of collection.” Others even wish to 
be so true to the ability principle 
that they say that those who do not 
consume but save their income, 
should be considered comparatively 
less able to bear taxes than those 
who consume. 


Power of Ideals 

Tax ideals have exerted a far- 
reaching influence on the actual 
formation of tax systems, and at the 
same time both the ideals and the 
systems react upon one another. 


There can be no doubt that the 
ratio of direct tax revenue to indirect 
tax revenue, other things being 
equal, should be taken as a decisive 
factor in the valuation of a tax 
system as a whole. Professor Shoup. 
in his Report on Japanese Taxation, 
says: “The ratio of direct to indirect 
tax revenue is a rough indication of 
the extent to which the people are 
conscious of their tax obligations. It 
also usually shows whether the 
system as a whole is reasonably 
fitted to individual’s differing degrees 
of ability to pay.” 

But is it always true that indirect 
taxes do not accord with the ability 


principle? And are direct taxes 
everywhere true to it? 
Annals of the Hitotsubashi Academy, 


4 pril, 1952 
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Proportions of Direct Taxes, Indirect 
Faxes and Other Taxes in Revenue 


Year Direct Indirect: Othe: 
U.S.A. 1951 85.4 = I1.5 3.1 
U.K. 1951 56.0 39.4 4.6 
France 1951 33.5) 14.8 S17 
Germany 1950 35.2) 28.6 36.2 
Italy 1950) 22.3 40.9 = 36.8 
Japan 1951 $3.7 44.7 1.6 


In the early days of taxation, there 
Were no real systems, and the 
learned were occupied in discussing 
legal competences only. It was not 
until the mid-seventeenth century 
that the cash demands of Kings and 
princes brought out the distinction 
between direct and indirect taxes 
There was, on the whole, a remark 
ible tendenev to SUPPOPE EXEINe anc 
customisn duties as SEMIEIN direct 
wanes, Te was) demonstrated that 
those who COUSUPE comMmad ues 
SHOW per ve ab ability to pay lanes 
» that they can always avd the 
lan 

Witham Petty 
man awetually and) truly rich 
according to what he consumed 
Excise Was therefore the best wavy to 
raise money according to what was 
enjoyed, taxpayers were not then 
forced to pay when there was no 
ready money to be had. 

A great majority of mereantilist 
writers on the Continent supported 
indirect taxes. With few exceptions, 
the actual tax systems were 
veloped on these lines. It is true 
that, when taxes were farmed out. 
ever-increasing vexations were the 
result, but this period was particu- 
larly advantageous to — indirect 
taxation. 

Viodern Direct Taxes 

the use of direct taxes is coeval 
with the rise of modern capitalism. 
Adam Smith censured those indirect 
taxes Which bore heavily on the cost 


remarked thata 


WAS 


de- 
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of living of the poor—but at the 
same time he did not allow taxes on 
profits and interest on the ground 
that they would inevitably produce 
frictions between collectors and 
payers. The land tax, house tay, 
customs duties and excises on beer 
and other luxuries were, according 
to Adam Smith, the four best taxes 
under a system of “ natural liberty. 

His great point was that he would 
nol permit progressive taxation re 
quiring an “inquisitorial” inquiry 
into the net income and property ot 
each earner or owner 


The progressive income (ax tinall) 


found is way, however, tnto the 
British tax structure in) L909" The 
dea oof progressive taxation wi 


developed by German writers and 
ervatallised inta) the Tneame Tay 
baw oof E88 oon) Germany, and 
Tapan, mainly influenced by the Get 
man svete, troduced an meame 
han with eraduated fates From LO pe 
eat to SS8 per cent as early as T8Ot 


Under the capitalistic system, 
great Increase in productive powet 
usually seen, While society splits into 
classes of haves and have-nots. The 
freedom of the people is gradually 
limited in reality to that of the br 
businessmen who can well afford 
capital expenditure. Owing to kee: 
competition, capital tends to be con 
centrated rapidly. 

Immense accumulations of wealth 
alongside the increasing gap between 
rich and poor, account for the rapid 
growth of social policies, in) which 
the growth of tax systems plays a 
part. The act of saving, for instance 
previously considered highly respect- 
able, is now often condemned as 
deepening the unequal distribution 
of income and wealth. 


This, then, is the philosophical! 
basis of progressive direct taxation 
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— But the will to carry out this pro- 
fF ocramme, and the possibility of 
P cucceeding in it, are two different 


For a progressive direct lax to be 
eight conditions must be ful- 
ied: 

1. Exaet computation of real in- 
omes and properties. Where busi- 
oss Management and housekeeping 
ire cO-eNtstent (as in a domestic 
roduction system oor in) farming) 
is may be ampossible. To value 
le produced goods which are con- 
med at home may be arbitrary 
>. In order to exempt minimum 
of hiving from: taxation, there 
rust be a high level of national in 
me, and great) mequalities of 
calth, Tall people were equally 
caulthy. a progressive ax would be 
lon tical With a proportional tax 


\ The number of taxpayers must 
re restheted Real meome cannot 
he computed without compheated 
Hlowanees for interest on debts, de 
yeECRION OH Stocks, ete If the 
umber of taxpavers is bevond a 
ertain narrow limit, collection costs 
vill exceed tax vield at the margin 


4. Unless 


rolf-assessment 


WKS 


collected at source, 


requires some kind 


RETIREMENT AT 60 


a fixed age-scheme. 
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of inspection, particularly of capital 
gains and dividends. Voluntary 
compliance is a lofty ideal, but it 
places a strain on taxpayers’ honesty 

5S. Development of the art of 
bookkeeping and the establishment 
of compulsory auditing systems, ace 
necessary. These are, however, part 
of the general development 
capitalism 


¢ 
OF 


6. The tax collecting organisation 
must be ellicrent, or anomalies will 
destroy the appearanee of justice 

7 Ihe scales of progression, the 
schedules of allowances, must) be 
worked out with very great care 


So Laxes must be integrated: thy 
relation central and local 
taxation, and the problem of doubh 
taxation, must be considered 


between 


Direct taves are “pust only ou 
ther eontert the later staves of 
eapitatisan Vid they can only b 
rolativein. Vast 

WSO WORTH READING 


Direct versus Indirect Taxation. by 
Professor Carsten Welinder, Quar- 
terly Review, Skandinavivska Banken, 
Stockholm, July, WS2 Cin Enelisir) 


THE INCAS 


Why do we take it for granted that we shall be forcibly retired from 
work at the age of 65, or, as is actually done in some organisations, at 60? 
The origin of this idea in modern society is not entirely clear, but in any 
case it Is a totalitarian, undemocratic, 
rigid social structure of the Incas. who thousands of vears ago established 
From 8 to 16 the Inca was a boy playing; from 16 
to 20 he was a coca-picker; from 20 to 25 he was a worker; from 25 to 50 
he was the head of a family and a taxpayer: 
and after 60 he was “an old man sleeping.” 


“statist” concept, best fitted to the 


from SO to 60 he grew old, 


Martin Gumbert, in New York Times, July 27, 1952 








Freedom for London’s Forward Exchange 





Market 


= 


How it works, and whether it helps 


Or 25 firms of brokers operating in 
the London foreign exchange market 
in 1939, only three, who also trans- 
acted other business, were still active 
in 1950. They were joined by a 
fourth firm soon after October, 1950, 
when a very limited amount of free- 
dom in dealing was restored as a 
result of the decision of the Cana- 
dian Government to allow exchange 
rates for the Canadian dollar to be 
determined in world markets. 

The London foreign exchange 
market was re-opened in December, 
19S}, though under continued re- 
strictions and subject to close limita- 
tions. In particular, foreign currency 
transactions by residents in- the 
United Kingdom must still be related 
to bona fide trade or oiher approved 
current Operations, although as be- 
fore special permission may occa- 
sionally be given for capital move- 
ments. The whole system of ex- 
change control regulation, with its 
various groups of sterling, remains 
In Operation, 

The act of re-establishing an open 
market took the form of permission 
to the authorised banks, numbering 
108, to deal in the currencies con- 
cerned, with their customers and 
with each other, at market rates. pro- 
vided that the spot rates were kept 
within the limits set by the official 
buying and selling quotations. 

No longer are individual banks 
required to cover their positions in 
each currency with the Bank of 
England at the end of each day. 
although they may still have recourse 
to the Bank for spot transactions at 


From ° Exchange Control and 


Midland Bank Review 


the oficial buying or selling rates 
They may deal! in foreign currencies 
with other authorised banks in the 
scheduled territories (that is, the 
sterling area), and also, for most im- 
portant currencies, with banks in the 
country or monetary area concerned 
against sterling to be paid to or from 
an appropriate account of that coun- 
try: for instance, they may deal with 
banks in France in French francs 
against sterling to be paid to or from 
a French account as defined under 
the British exchange control regula- 
tions. 


Dollar Dealings 

Dealings in Canadian or American 
dollars may be conducted with banks 
in either Canada or the United 
States, as the two dollars have been 
made in effect mutually convertible. 
Moreover, dealings in Canadian 
against American dollars, or vice 
versa, may be conducted in any 
centre, thus making arbitrage opera- 
tions possible in these currencies. 

The banks do not deliberately 
take up speculative positions, the 
very purpose of inter-bank  trans- 
actions at fluctuating rates being to 
marry the aggregates of buying and 
selling orders to be carried out on 
each particular date. In practice for- 
ward transactions on behalf of cus- 
tomers of the banks are so numerous 
and so varied as to amount and date 
that it is not always possible for the 
banks either to marry the operations 
exactly or to obtain cover in the 
market for the precise date, or per- 
haps even amounts of the trans- 


the Foreign Exchange Market,” 
, London, August, 1952 
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LONDON’'S FOREIGN 


It may sometimes be neces- 
sary to cover a forward sale of 
currency by a purchase of spot 
currency. 

In a market that was entirely free, 
professional investment and perhaps 
some speculation in foreign curren- 
cies would step in whenever forward 
transactions in the ordinary course 
of trade were heavily unbalanced 
one way or the other, thus tending to 
restore equilibrium; in the absence 
of this, however, it is possible that 
the banks might have to make more 
frequent use of spot cover against 
net forward commitments. Accord- 
ingly, a quota for such hoidings has 
been agreed between each bank and 
the Bank of England. 


action. 


No official statement has been 
made as to the determining argu- 


ments that led to the re-opening of 
ihe market, although the Minister 
for Economic Affairs, when asked if 
it Was intended as a preliminary to 
restoring convertibility of sterling for 
current transactions, replied: “ An 
acuve foreign exchange market in 
London will clearly be necessary 
when it ultimately becomes possible 
io restore the corivertibility of sterl- 
ing.” and reminded the questioner 
that that was “one of the long-term 
aims of sterling area policy.” 


Srenificance 

Meanwhile the new arrangements 
give the market the opportunity of 
refurbishing its machinery, establish- 
ing the necessary contacts at home 
and overseas, and resuming the prac- 
tice of a complex technical skill. At 
the same time the degree of official 
control deemed by the authorities to 
be necessary and adequate in their 
view of Britain’s international posi- 
tion and commitments is maintained. 

Compared with pre-war condi- 
tions, many restrictions are. still 
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operative. The function of the Ex- 
change Equalisation Account, which 
is managed by the Bank of England, 
is also different from that which it 
performed before the war. Then it 
was concerned to smooth out the 
more violent fluctuations in ex- 
change rates, particularly under the 
impact of an inflow or outflow of 
“hot” money, without pegging them 
at any particular figures. 

Now its more passive function is 
to keep spot rates within the limits 
set in conformity with the rules of 
the International Monetary Fund, by 
holding itself ready to buy or sell 
unlimited amounts of foreign curren- 
cies at the respective limits. Never- 
theless. it is possible that the 
Account may still intervene in the 
spot market well within the limits, or 
even in the forward market—for 
which no official quotations are laid 
down—to counteract trends which it 
considers undesirable in the circum- 
stances of the moment. 

It is doubtful how far, under 
present conditions of regulated im- 
ports and restricted. if not = sus- 
pended, commodity markets, the 
fluctuations in exchange rates taking 
place under the new arrangements 
affect the course of the balance of 
payments—how far, for instance, in 
accordance with the theory of the 
price mechanism, a weakening of 
sterling in terms of other currencies 
tends to deter imports and promote 
exports. 

But some small contribution at 
least to the strengthening of the 
balance of payments can be claimed 
to have resulted from the re-opening 
of the foreign exchange market, in 
that it has provided the opportunity 
of earning added profit from abroad 
in the transaction of business in 
what is still the world’s principal 
financial centre. 








BY CHARLES 


The desperate 


Evolution of Modern Loans Market 


R. STAHL 


search for long-term stability has resulted in many a twist 


to the terms of issue 


THERE is ample legislation concern- 
ing the selection of securities sull- 
ciently safe for the investment of 
trust monies» —-and many regulations 
Which tle trustees to certain classes 
of bonds. 

Yet volumes cou!d be filled with 
the disappointing experiences of the 
ho!ders of such bonds. Revalortsa- 
tion of currencies being extremel)s 
rare, the subscriber to debentures in 
search of an investment can at best 
expect to receive the stipulated in- 
terests at the appo!nted time and to 
recover, after the lapse of a number 
of years. his capital in full, unless he 
rather chooses to sell, after a certain 
time, his debentures without loss or 
even with a small profit: substantial 
profits hardly can be antic'pated in 
the nature of things. 

On the other hand, innumerable 
dangers menace his capital, and tt 
makes little difference whether the 
debtor is a State, a State institut'on, 
or a private enterpr:se. 

The collapse of a currency. such 
as experienced repeated!y in Ger- 
many and Austria and at ‘east once 
by other States, has deprived numer- 
ous people of their savings. Insol- 
vency or the debtor’s unwillingness 
to pay. political upheavals, economic 
crises. enforced conversion — into 
securities bearing less or no interest, 
and other events almost impossible 
to foresee result in heavy losses 
against which, according to experi- 
ence, clauses providing for repay- 


From South 


ment in stable value or other “c'assi- 
cal” safeguards oder no protect.on 

Even in countries with a sound 
cconomy and economic morale and 
a comparative stab.e currency, as in 
Switzerland and the United States. 
milation erodes the value of; the 
capital lent and the interest. 


€ lassical Safeguards 

One of the safeguards agains¢ the 
effects of devaluation, one that can 
be termed “classical.” was the go'd 
clause in its various forms. Scarcely 
any other safeguard has aroused 
greater expectations, scarcely any 
other has proved itself less effective 

It suffices to recall the instanccs of 
the old Austrian and Hungarian go'd 
loans, the British “ gilt-edged ” 
securities, and the second loan of the 
Belgian Congo in 1901, and aiso the 
fact that after 1933 the United 
states has done away with the gold 
clause. 

Another sa®eguard against the 
effects of a poss’ble currency decay, 
equatly “class’cai.” but still prae- 
tised, is the a‘ternative granied the 
creditor to demand payment in 
either of two currencies. 

A clause of this kind has been in- 
cluded also in the three South 
African loans (Anglo-American 
1950, Union of South Africa 1952. 
Ofsit 1952) for which subscript’on 
was invited in Switzerland. In all 
these three cases the bearers of the 
debentures are entitled to demand, 


ffrican Financial News and Times, Johannesburg, July 23. 1952 
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MODERN LOANS MARKET 


subject to certain conditions, pay- 
ment of interest and capital in South 
\frican currency instead of Swiss 
francs on the basis of a fixed rate of 
exchange of £1 12s. 7d. for Sfr. 20. 
Grain Standards 

During the period of the worst 
nflation in Germany in the early 
1920s a plan took shape to base 
lebentures “of stable value” on a 
basis other than gold. The first basis 
hosen was rye, first in Oldenburg 
ind soon thereafter in Berlin. Suc- 
essively, Wheat, timber, coal, pot- 
+h. even elecir-city served as index 
bases for performance and counter- 
performance, though only in excep- 
tional cases the goods or perform- 
ances were actually supplied. 

Recently the French State-owned 
railways reverted to this idea in 
December, 1951. invited subscription 
for a 4 per cent redemption loan in 
the form of kilometre vouchers with 
four draws annually. Five miltliard 
French francs of this loan were 
placed immediately without any 
difficulty because lenders are aware 


f~ the vast gold hoards in that 
Sountry. 
A different) form of — securits 


igainst the possibility of a collapse 
of the currency was embodied in the 
Swedish rea'-vatue loan issued by 
the Kooperative Firbundei. the co- 
rdinating organization of — the 
Swedish co-operatives, in November. 
1951. The loan was one of 100 mil- 
lion krone to fa'l due after twenty 
vears, bearing three per cent. interest 
and offered at par. The peculiar ty 
of this loan cons‘sts in the rrov’s’on 
that it will be redeemed in 1972 ata 
rate determined by the official cosi- 
of-living index if the purchasing 
power of money by then will have 
decreased. The balance, however. is 
limited to a max'mum of fifty rer 
cent. of the nominal value. 


Ww 
o 
ow 


Output Standards 

An interesting experiment in con- 
necting interest return and repay- 
ment premium with the productivity 
of the enterprise requiring the loan 
was made in February this year by 
the Charbonnages de France which 
issued a “productivity loan” guaran- 
teed by the State. The loan is not 
terminable by the debtor and is con- 
tracted for fifteen years; the normal 
rate of interest is five per cent., but 
is increased with every 100. kilo- 
grams of the average daily output of 
the underground worker, to be ascer- 
tained and announced by the Office 
of Statistics. 

The basis is the average perform- 
ance of 1951, and the rate of interest 
rises by } per cent. for every 100 
kilograms additional output. Repay- 
ments will be made at the nominal 
value plus a premium of ten per 
cent. for each kilogram of additional 
daily output on the average of the 
years 1953 to 1959 as compared to 
195]. Moreover. the bearer is en- 
titled to claim repayment at par after 
three years (1955) or after six years 
(1958) at 105 per cent. 

“Aversion” Loans ? 

In recent times two loans, the 
success of which had been widely 
anticipated, failed to ‘meet with the 
expected response. These were not 
novel types of loans. They were the 
three per cent. Swiss Federa! loan in 
April, 1952, and the ‘oan of the 
British Electricity Authority, the 
central organ of the Brit'sh national- 
ized electricity industry. in’ April. 
195? 

he unsatisfactory resronse to 
these two loans may be exp'ained bv 
the saturation of the market with 
securities bearing fixed interest rates. 

A very popular method of meeting 
this avers‘on against fixed rates of 
interest 1s the convertible or change- 








able loan the debentures of which 
ean, if the bearer so desires, be con- 
verted, generally within a_ period 
fixed in advance, under certain con- 
ditions into shares of the company. 
Loans of this type exist almost 
everywhere. In the United States 
they are decidedly popular in the 
form of Convertible Loan Stocks 
The French Finance Bill prepares 
the way for facilitating in various 
ways the issue of such debentures 
convertible into shares. 


BRITAIN’S FOREIGN INVESTMENTS: 
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Non-interest-bearing loans are th. 
* baby bonds ” issued in July, 195] 
by the German Federal Republic 
These Treasury premium bonds 
were issued in divisions of ten mark 
for a total of fifty million DM, and 
were obtainable at any bank, savings 
bank or post office. Repayment ts 


proposed at par on September Ist, 


1956. Until then draws are made 
every quarter, at which the bearers 
of 270 tickets receive a total of DM 
625.000. 


1938, 1949 and 1950 


The following tatle gives the nominal capital values of investments in 
overseas countries held Fy British persons and institutions; note that these 
figures are mot market values, and that conversion into sterling has teen 


taken by means of rates ruling at 


Commonwealth countries 
Foreign countries 
Unclassifiable 


the end of the year concerned: 


(£ millions) 


1938 1949 1950 
1.998 1,133 1.134 
1,422 TES 75) 
126 131 134 
£3,545 £2,038 £2,020 


Investment in East, Central and South Africa rose by £22 million 
Investment in the Far East remained steady. It is 


in New Zealand, Australia and Canada that investment dropped 


Votes. 
1. Totals are rounded. 
5 
during 1950, 
by a total of £27 million. 
. 
L 


British investment; but 


European countries (£174 


remains steady. 


South 
particularly Brazil (£15 million less). during 1950. 


Among ithe foreign countries, U.S.A. shows a rise of £9 million in 


America shows a steep decline, 
Investment in 
million. or etght per cent of total) 


“United Kingdom Overseas liavestments, 1949 and 1950." 
Bank of England, 1952 
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NEW CLASSIC STUDY 


RE AS RO RE NR OO 


Sterling Area to 1950: 


An American 


even before the First World War, the members of what is now the Sterling 


ment of international accounts. 
é ceived 

came from London. 
pound, this was no monetary policy 
i931, 


when the pound was divorce 


trea were all using the British pound as common currency for the settle- 
The small amounts of other currencies 
went fo London; gold and other currencies required for payments 
With a gold standard 


and free convertibility of the 

. bui merely banking convenience. In 

d from gold and became a managed 
j 


urrency, these countries had to make a decision: should they stick to the 
feo 


gold, or to the doller, or s/ 

novnvea. th (bar Canada) st 

rrveva!, and the Baltic countries. 
and Japan; then Argentina, l 


Hn, 


; 
wl Com 


Sterling Area 


lire present Sterling Area is made 
up of the countries which held to- 
gether when the issues to be faced 
were those of war instead of peace. 
The central banks of the Overseas 
Sterling Area, in return for certain 
assurances with regard to the meet- 
ing of their own needs, so!d percent- 
ages of their hard currency earnings 


to the Bank of England —earnings 
rom rubber, tin, wocl, jute, tea. 


! ater there were Size- 
able earnings from American troop 
pend.ng. Newiy-mined go'd flowed 


in from South Africa and Australia. 


' 
S-Sai, COCOa. 


But the gold inflow was less than 
expected: it was just enough to offset 
drawings from the pool. South 
Africa was using her surplus produc- 


Sterling Area and 

Sterling Area spokesmen have 
taken a lead in urging the need for 
action on the broadest possible inter- 


Cres. The Sterling Area: 1/1 
Dr. John M. Cassels, E.C.A 


{enerican 


Mission to 


ruguay, Yug 


10uld they manage their own currency? 
aved with London, as did Egypt, tray, 


Later Scandinavia, iran 


»slavia and Gree €. 


arrivals were 


Today 
tion to buiid up stocks held by its 
own Reserve Bank. Control exer- 
cised by the various members of the 
Area over their hard currency spend- 
ing was uneven, but the 
alforded to Britain for purchase of 
war supplies made an important con- 
triouton to the whole war economs 
of the Commonwealth. This was the 
origin of the sterling balances which 
enabled Britain to raise about £3,000 
million. 


credit 


The end of the war meant no end 
of the economic difficulties of the 
Sterling Area, and so the Sterling 
Area itself. with minor resignations 
and additions, remains to this day on 
a similar basis of currency and 
banking procedure. 


Economic Stability 


national basis to combat depressions 
and contribute to the maintenance of 
full employment. The reason for this 


5 d under the direction } 
the U.K., London, rel August 8, 1952 


ased 
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In the 


(Nese countries 


is noi dithcuit to understand. 
economies of Most of 
external trade is of vital importance. 

The United Kingdom is_ often 
cited as an extreme examp!e of the 
consequences of specialisation, but 
in fact a far greater dependence on 
trade is found in many of the over- 
seas Area countries. Even in india 
and Pakistan (the most self-sufie:ent 
members) trade is More mMportant in 
national income than in the case of 
the U.S.A. in 1949 Britain’s externa! 
trade had a value equal to 18 per 
cent of her nationa! income. Per- 
centages in other member-couniries 
were: India 7, Pakistan 7, Australia 
25, Ireland 27, New Zealand 29. S 
Africa 36, Ceylon 42, Malaya $3, 
S. Rhodesia 66. 

The prosperity of each depends 
greatiy on the prosperity of the 
others; and each is vulnerable in dif- 
ferent degrees to a fall in demand 
elsewhere in the word. 

Protection from Foe—-and Friend 

All are trying to diversify produc- 
tion. Protective tariffs have been set 
up. and these are even applied 
against fellow-members. Even for 
the targest of these countries, any- 
thing !ke complete sef-sulicieney ts 
out of the question, and the 
economic eiic:ency wich would be 
incurred by push-ng very far in this 
direction wou'd be extremely high. 

Much more realistic has been their 
policy of accepting a considerable 
amount of interdependence with 
their fellow-members, while attempt- 
ing to lessen the dependence of the 
group as a Whole on outside coun- 
tries. 

The Sterling Area has certain 
advantages in the fight against de- 
pression. Some of the most import- 
ant measures can be taken only by 
governments. If co-operation on 
economic matters Is necessary, It is 


losses in 


ECONOMIC 





DIGES! 





The term “ Sterling Area” wa 
first used officially on July 17, 1940, 
in Statutory Rules and Orders issued 
under U.K. Defence Regulatons. A 
quarter of the world’s populatio: 
lives in the Area, and its member 
are responsible together for a quart 
of the world’s international trate 
The Area’ streiches through most 
climatic and geological regions of the 
world, but in many things it is fa 
from. self-sufficient; though it pro- 
duces all the world supply of jut 
and mica, it is short of newsprint 
md woodpulp — from — softwood 
forests. It has to import refined 
petroleum, cotton and tobacco” in 
large quantities. It is not self-suffi- 
cient ia grain, meat or vegetable oils 





os ate nam te ca 


easter to arrange between gover 
ments who normally work togethe: 
on political matters. If these 
measures limit freedom of trade, 
there will of course be a sacrifice of 
efficiency; but in the interest of 
stability, nations may count such 
losses as necessary costs 


Protecton from Amer.ca 

It is the beltef of the Sterling Area 
countries that trad ng among them- 
selves makes them less vulnerable to 
business cycle fluctuations. In par- 
ticular they wish to) be insulated 


from depress'ons in the United 
States. 
The lessons of 1929, 1937 and 


1948 have been learnt. Imports tn 
depression have declined as much a, 
81 per cent in value from the over- 
seas Area during such times. But the 
eilecis have varied: in each period 
of depression the value of British 
exporis fell mainly because the 


volume fell, while the value of ex- 
ports from the overseas members fell 
mainly because prices fell. 
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STERLING AREA: 


Wool may be taken as an extreme 
The value of U.S. wool 
imports from the O.S.A. in 1931 was 


example. 


ynly 9 per cent of what it was in 
1929, while total volume of wool 
exports in the world expanded (ex- 
cept for a small set-back in 1931) on 
to 1932. 


Trade Inside 


Britain gets about a third of its 


mports from the O.S.A., while these 
ountres in turn get from Britain the 
iotowing percentages of their im- 
ports: ireland 55, Australia 50, New 
Zeaand SO, 8. Africa 40, India 25, 
Pakistan 25, Ceylon 18, Malaya 30, 
West Africa 55. 

Trade has been affected by indus- 
irialisation taking place among the 
overseas members. Particularly 
noticeable are the proportions of 
working population engaged in in- 
dustry in Australia (269%, in 1947), 
New Zealand (23% in 1949) and 
India (209 in 1948-9). Australia’s 
proportion is slightly greater than 
that in the U.S.A. and Canada, in 
fact. 

Most serious in its impact. on 
British exports has been the rise of 
textile production in other countries. 
In 1910 Britain exported 6,000 mil- 
lon yards of cotton cloth, and a 
large part of this went to India. [n 
1950, exports were down to 800 mil- 


Sterling Area’s 


Before the Second Wor'd War the 
Sierling Area had no serious diih- 
culty in making ends meet in gold 
ind dollar terms. There was no hard- 
cutrency gap. Erratic capital move- 
ments sometimes caused wide fluc- 
tuations in the level of Britain’s 
reserves, but on current account 
transactions, the Area’s deficit wth 


AMERICAN 


The erlying reason is 
The underlying r 


the 
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that raw material prices are elastic, 
supply inelastic; whereas for the 
manufactured “ quality” goods ex- 
ported by Britain, supply is elastic. 
but price inelastic, and in umes of 
depression these goods come up 
against much stronger competition 
from United States manufactures. 


Sterling Area 

lion yards, and India, now more 
than — self-sufficient, was © seiling 
cottons to some of Britain’s former 
customers, and indeed to Britain 
herself. 


ls This the Break-Up? 

Does this mean that former inter- 
dependence is disappearing? Has 
new industrialisation undermined the 
mutually advantageous trade be- 
tween U.K. and O.S.A.? The answer 
is that the economies siill dove-tail 
with one another, but in a ditferent 
way. The U.K. still has the advan- 
tages of coal deposits, skilled wor- 
kers and managements, finance, 
shipping and worldwide markets. 

What is required ts the adaptation 
of British production and trade to 
these basic economic trends. The 
process has been going on for many 
years. By 1949-50 Britain’s exports 
of machinery and vehicles to the 
overseas members were five mes in 
value that of her exports of textiles. 


Dollar Gap 


now the Dollar 
than covered by 
newly-mined gold. 


The balancing of 


\rea was 


exports of 


mae 3 
Witat IS 


hnigre 


sieriing-dollar 
accounts was done multi-laterally. 
The U.K. customarily ran a deficit 
of $500 million: net invisibles were 
about enough to offset a quarter of 


this. The overseas members had a 








IVR ECON 


et surplus of about $50 million a 
year: in addition mined gold (half 
the world’s total) was worth another 
$500 million 

Since then, import prices for 
Britain have risen 10 per cent more 
than export prices, earnings on re- 
exports have declined, and the net 
result has been a $1,250 million rise 
in her dollar deficit. 

For a basic explanation of the 
reversal of the situation, we have to 
look to the changes which took place 
in the quantities of the goods that 
were being bought and sold. The 
O.S.A. exports half as much again 
to the Dollar Area as they did pre- 
war: but it imports three times as 
much. In 1947 exports paid for only 
half of the imports. 


Gold and Rubber Never Caught Up 

Gold exports have been higher 
since the war. bringing in about $100 
nillion more than the 1934-38 
average. But it is important to re- 
member that gold has only half its 


Dollar VTeade of 


South Africa: Average pre-war 
dollar deficit was $67 million exclud- 
ing s wd. Taking price-rises into 
account, this shou'd have more than 
sas ed by 1947: in fact it rose five 
times, to $365 million a year. 
cuts in imports lows ered this 
million in 1949-50. Pre-war exports 
to N. America were smal!—only $13 
milion a year. They rose to ten 
times the size after the war, paying 
for more than half the dollar 
imports. 

India, Pa 


lollar surplus 


} 
4} 


| eater 
to $106 


Wion a ear. 


Aistan: Average pre-war 


dol! Wis $40 million a 


year: post-war deficit (1947) was 
S148 millon. Cuts brought this down 
$16 miltion in 1949-50. Dollar 


VOMIC 


Seynar 
seco arale 





DIGEST 


Had the 
price of gold risen along with other 
prices, the increase in dollar earnings 


pre-war purchasing power. 


been $700 million. 


It is the misfortune of the Sterling 
Area to find in the post-war period 
that its two most important dollar 
exports -gold and rubber—have be- 
come less valuable in relation to 
other commodities. Without imply- 
ing that the prices of gold and 
rubber should have been different 
from what they are, we must recog- 
nise that had these two commodities 
risen in price as others did, the same 
volume of exports to the U.S.A. 
during the five years following the 
war would have earned an additional 
$3,500 million for the Sterling Area. 


would have 


Finally, the net surplus in in- 
visibles has given way to a deficit of 
$500 million a year: the principal 
factors underlving this were the 
increased dollar costs involved in the 
operations of British oil companies, 
and the deterioration of Britain’s 
dollar shipping accounts. 


Members 


twelve times the value 
exports only four times. 


imports are 
of pre-war: 


Viaiava: Earns more dollars (from 
rubber and tin) than any other mem- 
ber. Pre-war surplus was an average 
of S152 million a year. Surplus ts 
now about $200 million, although 
dollar import prices have risen ten 
times. and exports only about 80 per 
cent. 

Australia: Pre-war deficit was 
about $58 million; in 1947, $157 mil- 
lion: by 1949-50 it had been reduced 
below pre-war level to $26 million. 


Import prices rose only 80 per cent 
export prices rising four times, but 
the volumes varied. 
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Others: Gold Coast and Nigeria 
had a more favourable trade balance 
vith the Dollar Area in 1947 than 
pre-war: trade surplus in 1948 was 
$100 million. New Zealand also im- 
proved to a surplus of $3 million. 
Ireland, a net importer pre-war, has 
seen a very large widening in the 
wap. 


Changes in) Commodities:  \n 
1934-38, the chief exports to the 
'ollar area, in order of importance 


WETE: 


| Rubber. 
2. Tin. 


3. Jute and jute products. 
4. Wool products. 

5. Whisky. 

6. Wool. 

7. Tea. 


In 1949-50, wool rose, tin 
dropped, and cocoa and diamonds 
appear. Whisky 1s now below tea: 


1. Wool. 

2. Rubber. 

3. Jute and jute products 
4. Wool products. 

5. Tin. 


6. Cocoa. 
7. Diamonds. 


Dollar Import Cuts Through American Eyes 


The cuts that had to be made by 
soft-currency countries in their dollar 
imports necessarily caused difficulties 
for some American exporters, and 
since the controls were applied 
selectively, the cuts fell hardest on 
“xporters of certain kinds of com- 
modity. 

Many of these exporters felt that 
‘heir interests were being given less 
consideration than they might have 
heen in the import planning of the 
non-dotlar countries. Even when it 
was recognised that countries could 
not buy more from the U.S.A. than 
they had dollars to pay for, and that 
under post-war conditions the pre- 
ference of impordng nauons for 
essential commodities wa, justified, 
one basic question remained. Was it 
right for importing nations to allow 
the same kinds of products to come 
in more freely from one country than 
from another? 

If. for example. an American ex- 
porter was ready to supply a product 
at a lower cost in sterling than an 
expor.er in some other country. was 
there any sound reason why the 


business should have gone to the 
latter? Discrimination was involved, 
a practice against which in normal 
times a strong case can be made out. 
But does this objection hold good 
under post-war conditions? 

The point where the American ex- 
porter’s argument may fail is when 
exchange rates are considered. Price 
comparisons at present rates do not 
represent real relative costs, and 
therefore commercial discrimination 
may not be economic discrimination. 

As a simile, an engineer has to 
keep pressure in two senarate boilers 
equal. As long as the gauges are 
working properly. all he needs to do 
is to see that the indicators on both 
dials point to the same figures. But 
if one gauge is out of order. and 
over-reading. he will have to make 
an allowance for this. He may not 
know exactly how much to allow. 
but of one thing he is sure —-that 
equality of indicated pressure means 
inequality in rea! pressure. 

It is. in fact. difficult to escape the 
conclusion that, under post-war con- 
ditions. sone commercial discrimina- 








{ 


iON 


might have been helpful in 
evolving patterns of production and 
trade that would correspond as 
nearly as possible with those that a 
free price system would ideally pro- 

Footnotes: This analysis 
only as far as 1950, and therefore 
the effects of Korea and subsequent 


goers 
g 
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DIGEST 


The Man 
1952 
said of this analysis that its publica 


events are not described. 
chester Guardian of August 8, 
tion is ‘an event of international im- 
portance. Britain owes a debt o! 
gratitude to American econom 
scholarship.” The price of the 
volume is £1 IJs., it weighs 5S} Ibs 
and has 672 pages, with many full 
colour charts and tables. 


STERLING AREA MEMPERS AS AT AUGUST 15, 1952 
United Kingdom British African Islands Burma 
Northern [reland Australia Cyprus 
Fire New Zealand Hong Kong 
Channel Islands British Pacific Islands — Iraq 
Gibraltar Fiji Kuwait 
Iceland British West Indies Malaya 
Malta British Guiana Sarawak 
South Africa British Honduras Singapore 
The Rhodesias Falkland Islands Jordan 
British African India Aden 

Colonies and Pakistan Libya 


Protectorates Ceylon 


British East Indies 


Future of Colonial et Corporation 








fhe Colenial Development Corporation 
was ervated by a British Act of Parlia 
ment in 1948. By the end of LIST it way 


operating or had an ints im fifty-three 
undertukings in twenty-nvo — different 
countries, ranging from a tobacco estate 
in’ Nyasaland to a turtle cannery in the 
West Indies; from ai hotel in British 
Honduras to a building society in Singa 
pore (for further description and figures 
see Economic) Dicest for November, 
1951. p? X10). 


rest 





THE Overseas Development Act of 
1948 lays down that “it shall be the 
duty of the Corporation so to exer- 


cise their functions as to secure that possibility is in practice rather 
their revenues are not less than © slight, since it is difficult to extract 
From “© Colonial Development,” Planning Vol. XIX. No. 343. P.E-P., 


London, 


July 


sufficient to meet all sums properly 
chargeable to their revenue account, 


taking one year with another.” 
These sums include inieresi on 
money borrowed, at a rate which 
rose from 3 per cent. in 1948 and 


s 
1949 to 4} per cent by = mid- 
February, 1952. 
The 
only — those 
promise of 


Corporation can undertake 
projects offering a 
commercial — returns. 
There is the possibility of offsetting 
losses or low rates of return by large 
returns on other projects—but this 


Ay V9D2, 28: 
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an large profits from any particular vestors apply equally to any govern- 
IS2 territory. ment body. One of the checks is 
ica The financial regulations with from fear of interference. of expro- 
im vhich the Corporation is saddled priation, or of exchange controls 
0 have landed the Corporation in diffi- limiting repatriation of earnings. 
mic culties. A considerable amount of There is no reason to think that the 
the noney has gone on schemes from — influence of the British Government 
Ibs vhich little or no return is expected, would be more effective in saving a 
‘ull and if full charges are to be met, government corporation from these 
there must be a rather high rate of | mishaps than tn protecting influential 
return from the profitable operations — private concerns. - 
7.62 per cent. on borrowings must The purpose for which the Cor- 
he earned given the present rate of poration was set up is “to do 
| nterest — before the Corporation economic good: but to do it without 
» reaks even on profitable projects — Josing money.” Short of some radical 
{ iaken alone). It will therefore tend changes in policy. it is feared that 
| to feel itself obliged to confine itself these two aims are incompatible. 
in future to projects which offer good — Suggestions to help the Corporation 
prospects of high returns. in its work are: to declare an 
amnesty on past losses: to authorise 
Incompatible Aims (limited) further losses: to bring the 
Perhaps the Corporation’s role is Corporation into closer co-operation 
to pave the way for further develop- — with the Colonial Development and 
ment: but this means investment Welfare Fund (which grants money 
only in transport, communications, on which interest is not always 
health and education—these do not charged, and of which repayment is 
often yield a direct return. Indeed, not always expected): and to allow 
should they do so, the desire to pro- the Corporation greater allocations 
mote local development will con- for the expense of pilot projects and 
strain the Corporation to lower the research. The latter point is made 
ark ‘harges for the service. the stronger by the fact that the two 
ved It may be supposed that there are most publicised projects, the 
i” opportunities for investment in ihe Ground-Nut Scheme and Gambia 
ee Colonies which, « hile they are Egg Farm, were, it is alleged. pre- 
hich potentially remunerative, do not at- ceded by insufficient probing and 
any tract private concerns. But some of — testing Mi OY ES RO ae 
mia- the factors which inhibit private in- — results. 
lake 
oa CHANGIS IN SPERLING BALANCES 1951-52 
ITNs. From mid-19S1 to mid-1952, Australian sterling holdings have failen 
tine from £720) million to £300) millton: India’s from £660 million to £540 
© million; New Zealand’s from £125 million to €85 million. Egvpt’s Falances 
arge have fallen by £90 million’ Isracl’s by £15 million: Iran’s by £16 million. 
this Total reductions must Fe atout £750 million. which. when added to the 
ther U.K.'s current account deficit of £600 million, means that something like 
tract £1.350 million of sterling has had find a new home in those tweive 


months. It 


has probably gone to E.P.U. 


(£320 million). out as gold and 


dollars (£850 million), to Japan (£92 milhon) and to the Colonial territories 
Financial Times, London, July 17, 1952 








Success Story of 


BY GILBERT 





Johnny Canuck 


JACKSON, O.B.E. 


Johnny Canuck is the average Canadian, and here is his working life tn 


terms oF earning, spending, saving 
Tut prospects in life of Johnny 
Canuck look splendid. But let us 
not initially take too much for 


granted. We must first have a look 
at his surroundings. Much will 


depend on whether Johnny Canuck 
remains free to spend or save, as he 
sees fit, at least that limited percen- 
tage of his awn income, which is left 
at his disposal now. 

If more and more of his hard- 
earned dollars are going to be taken 
from him, and spent for him by per- 
sons who know better than Johnny 
Canuck what Johnny Canuck really 
needs, the bright prospects ai present 


before him will be considerably 
dimmed. Instead of having savings 
upon retirement of more than 


$13,000 at 1952 values, he nught in- 
stead end his working career with 
little or nothing saved: and more- 
over, with precious little permanent 
benefit, from State assistance as a 
substitute. 

Let us take a good look at Johnny 
Canuck. He is 21 years old and 
earns $50 weekly. Johnny Canuck 
is not a creature of fiction, but a 
very real person. He is built out of 
the latest National Income figures. 
issued from Ottawa this spring, by 
the Dominion Bureau of Statistics. 

He gets a real wage each year 
1} per cent larger than his real 
wage was last vear; secondly, he 
saves and invests one-thirteenth of 
his income each year, and thirdly, 
he gets an average rate of interest or 
dividend on his savings, of five per 
cent per annum. 


From 


“The Business Prospects of Johnny Canuck,” 


and enrchening the community 


More Leisure, Johnny? 

Except for Johnny Canuck’s in- 
s.stence, from time to time, on shor- 
tening the number of hours in his 
work week, the rate of increase in 
his real wage, from each year to 
the next year, wou'd average not 1} 
per cent, bui something like 2 per 
cent. But if in a still free country, 
Johnny Canuck likes to take in the 
form of more leisure, some small 
part of the benefits of progress, let 
us not criticise him, 

While some other lad will be 
bright enough, or well advised 
enough to buy — wisely-selected 
growth stocks, thus benefiting auto- 
matically from Canada’s — rapid 
economic expansion during the next 
few decades we shall suppose that 
Johnny Canuck does not act thus, 
but invests in all kinds of securities 
(mortgages. insurance policies, 
bonds, stocks and so forth), which 
on the whole neither appreciate nor 
depreciate during the forty-four 
vears of his life between age 21 and 
age 65. 

As | 


figure it, Johnny Canuck 


(beginning wiihout assets: wholly 
dependent on his own resources. 


energy and thrift: and earning at 
present $2,600 per annum) saves and 
invests $200 during the first year of 
his career as a breadwinner. During 
the second year, he receives a “real” 
wage of $2,639; and in addition, has 
an unearned income of $10 from his 
investment of the previous year. His 
aggregate income is thus $2,649 in 
that year; he saves and invests $204; 


address to the Canadian Club 


of Oshawa, Ontario, Annual Meeting, \9S2 
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SUCCESS STORY OF JOHNNY (¢ 


and at the close of the second year 
his aggregate savings are $404. 
These give him an unearned income 
of $20 in the third year (when he 
will be 24 nr old), by which time 
his real wage will have risen to 
$2.079. 

This of course takes for granted 
that all of the dollars in this analysis 
ire constant dollars of 1952: that is. 
he itkelthood that another inflation 
will increase Johnny Canuck’s 
nominal income during some part or 


i'l of the next forty-four years. ts 
here ignored for purposes of 
inalysis. 

Johnny Retires 


During the course of Johnny 
Canuck’s active life, he will have 
earned $160,391. He will have re- 
ceived $12,414 in unearned income. 
from his savings and investment of 
them. In other words his aggregate 
income from all sources during ‘this 
period will have been $172,805. 

His aggregate investment income 
of $12,414 ts only $879 less than his 
aggregate of savings. In other words, 
when he retires he will have received 
an amount of unearned income, in 
all, not much less than the total of 
his savings at age 65, 

But this account wou!d still be far 
from complete if. having only talked 
about what lies before th's young 
man. we should end our tale here. 
There is another question well worth 
answering at this point. What benefit 
will the rest of us in Canada receive 
from the thrift of J. Canuck? 


How Johnny Helps 

know now that, in order to 
bring about an increase of Canada’s 
production—which also means an 
increase of our National Income 
by $1 per annum, we must somehow 
save no less than $5 and invest it in 
more means of production. The 
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same truth can so be stated in 
reverse. Whenever someone does 


save $5 (and invest tie sum intelli- 
gently) Canada’s aggregate produc- 
tion, and our National Income are 
thus increased by $1 per annum. 

Johnny Canuck gets an average 
return of 5 per cent on the money 
which he saves and invests. In other 
words, his own annual income is 
thus raised directly by 25 cents, 
when he saves $5. This. of course, 
comes out of the $1. whch is thus 
added to the National Income of 
Canada. The remaining 75 cents 
accrue to the benefit of all 
Canadians. 

There is a school of thought in 
Canada which talks loud and long 
about what it calls “sharing the 
wealth.” I suspect this school of 
thought really means: taking away 
from those who save, and giving it 
to those who do not save. 

Johnny Canuck, just by 
prudent, just by providing against a 
rainy day, does the reverse. He 
really does “ share the wealth ”: and 
shares it in a most practical fashion. 
Johnny Canuck. when he retires, has 
increased the income of the Cana- 


being 


dian people, permanently, by one- 
fifth of $13.000, namely $2,600. 
We live in an age full of en- 


couragement to self-pity. We live in 
an age when to succeed by means of 
one’s own effort, is in many cases. 
to become the target of ahuse— 
when to fail for lack of backbone is 
in many cases, to be credited with a 
somewhat jaundiced kind of virtue. 

There are loud voices in this age 
clamouring for the State to provide 
all men with what our friend 
Johnny Canuck is visibly providing 
for himself (and for his and our 
posteritv) mainly by means of his 
own effort. It is time these voices 
were stilled. 











Russia’s Distorted Statistics 


i? IS seldom real-sed that the Soviet 
Union is the only major industria! 
country in the world for which, 
throughout the last two decades, 
practically nothing has become 
Known from oilic.al sources about 
such innocuous ttems as population 
statistics concerning sex or occupa- 
tion; birth, death and infant mor- 
tality rates, farm, wholesale and 
retail prices; cost of living, nominal 
and real wages; health, housing and 
criminality; employment, unemploy- 
ment and labour in camps. 


The concealment of economic 
facts is, however, only one of the 
handicaps with which the student of 
Soviet affairs has to reckon. More 
serious are the many cases of mani- 
pulation and falsification which 
force him to spend months of search 
and research over matters for which 
oiher countries provide the answers 
readily in their annual economic re- 
poris and statistical yearbooks. 


To mention only a few of the 
most commen distortions in Soviet 
statements: post-war data are o.hic!- 
ally compared. without adjustment. 
w'th those of a sma'ler pre-war terri- 
tory; the former output of large-scate 
enterprises is compared indiscrimin- 
ately with the present output of all 
industrial enterprises; the increase of 
livestock in collectives is inflated by 
the transfer of herds from private to 
communal ownership, and the in- 
crease In Output of manufactured 
foodstuffs is inflated by the shift 
from farm to factory production of 
meat and dairy produce; the former 
yield of crops, as harvested and 
taken home. is compared with the 


so-cai.cd b.clogical yieid, a phantom 
figure introduced in the bad years 
after the collectivisation disaster, 
Whch inflates the real achieveme.t 
by 25 per cent or more 


Phe worst distortions of all are 
found in siatements reiating to in- 
dusinal production and national 
income. Whie unexplained discrep- 
ane.es between the output of indi- 
v.dual industrial goods, expressed in 
physical terms, and the alleged 
overall gross output and net national 
product, could clearly be discerned 
in the “thirties, it has taken almost 
twenty years to establish the magni- 
tude of this distortion. Here one has 
to consider a technical detail without 
which it is impossible to grasp the 
degree of falsification of which the 
reader of official Soviet statements 
has been a victim in the past. 


Constant Prices 

Soviet industrial production and 
nauional income are not given nowa- 
days at current prices, but in volume, 
said to have been until recently ex- 
pressed in constant prices of 1926-7. 
Before the first Five Year Plan was 
promulgated, the prices of industrial 
goods were relatively high, while 
farm prices were low. As the price 
structure of the base year was 
applied to all index calculations 
throughout the period of four suc- 
cessive Five Year Plans, the indices 
of gross production and net national 
income Were bound to show an 
upward bias. 


While this might have been unin- 
tentional at the outset, it could 
hardly escape the notice of Soviet 
p-anners and economists. 


Yet, for 
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RUSSIA’S DISTORTED STATISTICS 


more than twenty years, they never 
felt the need of correcting the bias 
n their calculations. 


Nor was this all. Whenever a new 
ndustrial product or a new type of 
in old product became available, its 
urrent price was applied in all index 
calculations. 


In recent issues of the official 
vgan of the Planning Department 
ome writers have condemned the 
“iendency of certain Ministries and 
saterprises to fulfii and over-fulfil 
‘he plan for gross output by produc- 
ng an amount, in excess of the plan, 
of secondary kinds of products, less 
needed by the national economy.” 
In other words, so as to reach their 
target, managers produce manufac- 
‘ured goods to which high prices are 
attached, rather than primary pro- 
ducts which, owing to their low 
price. make a small contribution 
only to the planned target. 


This practice would have had no 
effect on the production index in a 
period of stable prices. In fact, from 
1931 to 1948 Russia went through a 
period of unabated inflation which 
gave all statements on industrial pro- 
luction and national income an 
additional upward bias. Thus the 
impression of enormous expansion 
and prosperity was created while in 
fact throughout this period the stan- 
dard of living of the Russian people 
was continuous!y depressed. 


All this does not mean that 
nothing reliable can be said about 
Soviet Russia’s economic position. 
No highly — centralised — planned 
economy can be operated without 
certain factual information being 
disseminated. Sometimes the truth 
emanates when Soviet propagandists 
are caught out by their own distor- 
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tions. When food rationing was 
abolished after the war, Zverev, the 
Minister of Finance. announced 
“some” price increases. But as a 
hundred million men and women 
had to know the legal prices in the 
shops, it had to be disclosed that, in 
fact, most retail prices were doubled 
and trebled. Thus, rationing by the 
purse took the place of rationing by 
administrative means. 


U.N. TOLD: “ RUSSIAN 
FIGURES MEANINGLESS ” 


When studying Soviet production 
figures, all that one learns is that by 
comparison with 1950 champagne 
did better in 1951 than pig-iron or 
cement, sausage performed better 
than coal, bicycles outdid pianos. 
But while sausage production rose 
17 per cent, retail sales of sausage 
rose 29 per cent. Are we to conclude 
that the national sausage inventory 
was reduced? 


The U.S.S.R. figure for con- 
sumers’ outlay includes the turnover 
tax, which accounts for more than 
half the State revenue. In other 
words, the higher the officially com- 
puted share of consumption in the 
total of tax paid by consumers. the 
higher the officially computed share 


of consumption in the national 
income. 
I do not make these comments 


with a view to detracting from or 
ridiculing any of the significant 
accomplishments of the Soviet 
Union. They are intended merely to 
illustrate the degree to which mean- 
ingful data continue to be concealed 
from the United Nations. 


Dr. Isador Lubin, 
the Econoinic 


U.N., New 


American delegate to 
and Secial Counc il of the 
York, July 10. 1952 
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E.P.U. — What Now? 


By MICHAEL HOFFMAN 


“It seems a great deal of work has to be done over again” 


HOWEVER ADMIRABLE an institution 
it may be for registering the gains 
of one set of European countries at 
the expense of another set, the 
E.P.U. cannot be given really good 
marks unless it becomes more than 
a mere recorder of changes and be- 
gins to exert a reciprocal influence 
on the changes themselves, and in 
the “ right ” direction. 

The beginning of a new technique 
of collective review of national 
monetary and trade policies led to 
some hopes that the Union’s control 
over quotas and the extension of 
special credits to members might 
put it in a position to develop into 
a kind of European central bank, 
able to exert its influence towards 
appropriate policies of expans‘on 
and contraction in the various 
monetary areas in a manner to en- 
courage the achievement of better 
balance in the international 
accounts. In the case of Western 
Germany in 1951, the grant of 
credits made cond'tional on_ the 
adoption of corrective policies re- 
commended by an_ international 
team was fo'lowed by rather spec- 
tacular results. In the case of the 
Netherlands, the desire to avoid 
facing a similar inquisition into the 
origins and nature of the Dutch 
trade deficit was a powerful factor 
in inducing politicians to adopt the 
financial reform of the late spring 
of 1951, which also brought highly 
satisfactory results in improved ac- 
counts with E.P.U. 


From “ European Payments 


Given time, and sullicient im- 
munity from disasters originating 
outs.de the E.P.U. community, it ts 
possible that there might be devel- 
oped through E.P.U. a technique of 
collective responsibility for national 
monetary and financial policies af- 
fecting balances of payments. 
Unfortunately, when the b’g_ tests 
came along, with the recent swing- 
over of Britain and France to debtor 
status, little was heard of collective 
review of the policies responsible for 
these changes. 

A Western Germany anxious to 
be accepted in the community of 
nations can be dragged into the in- 
ternational clinic and put under 
the X-ray machine. But Britain 
and France still act unilaterally and 
negotiate with their protesting 
neighbours later. For better or 
worse, the time is not yet when ex- 
perts from the E.P.U. can tell Her 
Majesty’s Government to cut off 
food subsidies and raise Bank Rate 
to Six per cent. 


Sterling Wagging the Union 

The tremendous fluctuations in 
the balance of the sterling area with 
the non-steriing world are too big 
to be compensated by any concetv- 
able adjustments through the E.P.U. 
or within the area affected by col- 
lectively-agreed policies designed to 
make the E.P.U. function properly. 
It would be too cynical to regard 
E.P.U. merely as an additional re- 
serve for the sterling area, for in the 


An American View", Llovds Bank Review, 


London, July 1952 
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early stages it was the sterling area 
that was extending large credits to 
the Union. But E.P.U. has in effect 
been such an additional reserve be- 
hind sterling for many months past. 

Considered as such, it is too small 
io add greatly to the stability of 
sterling. If the sterling reserve were 
ereat enough to accommodate a 
deficit of one billion dollars a 
yuarter (gold and dollar losses in 
the fourth quarter of 1951 were 
5934 millions) for !ong enough to 
get a corrective programme 
‘launched, the Bank of England 
could do the clearing and the E.P.U. 
could fold up without depriving 
Europe of any essential mechanism. 


I.P.U.’s Only Chance 

During the E.P.U. period the 
trade deficit of Western Europe with 
the dollar area (the main variable 
in the current accounts) has been: 
$483 millions for the second half 
of 1950, $853 millions for the first 
half of 1951, $1,411 millions for the 
second half of 1951 and_ possibly 
a similar figure for the first half of 
this year. Nearly all this has been 
due to increasing import costs. Ex- 
ports rose steadily until the end of 
19S] and have since shown no 
marked trend, except for France 
Where inflation has again priced 
many things out of the market. 

E.P.U.’s only chance of fteading 
its flock toward convertibility was 
by functioning in an exemplary 
manner itself in a milieu in which 
all members more or tess behaved, 
which they have not. and do‘ng this 
in association with a gradua! dechine 
in Western Europe’s dollar defic't 
How far and how fast th's needs 
to decline for a fair “balance” in 
the accounts is a very complicated 
matter which would lead us back 
into the inner workings of the ster!- 
ing area. But IT think ‘t unlikely 


that anyone would argue that an 
increase in the Western European 
dollar deficit was compatible with 
successful advances toward converti- 
bility. Certainly the E.P.U. was 
founded on the opposite assumption. 

What was needed from the 
American side was a clear recogni- 
tion that by mid-1950 the outstand- 
ing immediate need of the Western 
European system was for adequate 
monetary reserves. The stage had 
been set for Europe’s participation 
in an expanding world economy. 
The great strains of rearmament 
would demand every bit of flexi- 
bility that international specializa- 
tion could provide; but flexibility is 
precisely what economies worried 
about their reserves cannot permit. 
The American contribution to E.P.U. 
was a kind of half-hearted recogni- 
tion of these truths. But the vast 
machinery of American aid went 
lunging along in another direction, 
and one that has proved extremely 
costly to all concerned. 


U.S. Aid “ Useless” 

There has, in fact, been what 
amounts to a collapse of American 
economic foreign policy since the 
switch-over from the Marshall Plan 
to “defence support ~ aid became, 
or was thought to have become, a 
political necessity in 1951. The 
tremendous success of the Marshall 
Plan in aiding Europe to revive pro- 
duction and to support a more open 
payments svstem was not consoli- 
dated. 

U.S. aid has been prov:ded mainly 
in @ form that ts as nearly com- 
pletely useless as any that might 
have been conceived: military 
equipment, the servicing and, in- 
deed, even the use of which requires 
the growth of production of various 
Kinds in Europe that accentuates 
the strain on payments balances. 
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The stockpiling programmnie for eight 
or nine crucial months was operaied 
not only in disregard of, but ia flat 
contradiction to, the stated interest 
of the U.S. in puitng Eurorfe in a 
position to bear most, and 
eventually ail, of its own defence 
burden. 

Promises about delivery of mili- 
tary supplies were made and not 
kept. Commitmenis were extracted 
from European governments on the 
basis of estmaies of dollar expendi- 
tures by the armed forces in Europe 
which those involved in the negotia- 
tions Were not in a position to bring 


bout. 


re 


Alternative to ELPA 
It is interesting to recall that in 
the summer of 1950 two plans were 
put up to the E.C.A. for solving the 
t« syrah } () 


Y 
me was what 


payments probie 
WW , ': = 
eventludiiy became EP. The 


other was a plan based on extensive 
‘ol-shore procurement,” the dollars 
being injected into the stream. of 
European payments by direct pur- 
chases in the participating countries 
The off-shore alternative was rejec- 
ted at the time. partly because the 
E.P.U. fitted betier the psycho- 
logy of promoting “ tntegration,” 
there being a new institution to set 
up and ta!k about. and partly be- 
cause it was feared that European 
countries would be too reluctant to 
sell for European currencies if thes 


LCONONIC 





DIGEST 


could hold back and sell to the samc 
customers for dollars. 

The E.P.C. has done about all i 
ean on the psychological plane. And 
the argument that there should be 
niore European creditors has ceased 
io have any great relevance. But 
most imporiant of all * off-shore’ 
operations now can be made to 
cover very substantial purchases bs 
the U.S. of military items that would 
ovherwise have to be bought anyway 
in the U.S.. generally at higher 
prices, botn for its own and for 
allied forces. To shift more of the 
product.on burden to Europe would 
make the problem of gradual trans:- 
tion to. self-support by European 
armies easier than if all equipment 
is made, and has to be replaced. in 
the U.S. 

It seems a great deal of work has 
to be done over again. The big 
problems remain essentially the 
same: to continue the high post- 
war rate of investment in Europe 
and the growth of productivity 
throughout industry and agriculture 
(for if we cannot out-produce the 
Communists all the rest ts of no 
use): to straighten out the sierling 
area so it is not an uncontrollable 
engine of inflation: to reverse the 
historic protectionist policy and, 
more important. the protectionist 
attitude of the United States 

Last of all. perhaps, comes the 
problem ~ mechanism. The 
mechanisms can easily be created. 


COMMENT ON CONVERTIBILDEY 


The Bank of England scheme t 
for resale to E-P.( { 
the Payments Unton, 


furopean countri 





poured in. 


Britain would look and how soen. 


»s at their wit’s end 
neads above water on dollar account, 
This is an object lesson of what would happen i 
want to free the peund and make it convertible had their way 


o allow traders to mport dollar goods 
. countries for sterling. in order to reduce the deficits in 
has been stopped after 4 week’s operation. With many 


to discover ways of keeping thei 
the applications to use the scheme 
f those who 

How silly 


Financial Times, Loadon, 4{uvust 15,7952 
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National Income Basis Unreliable 


By PROFiSSOR A. PIATIER (PARIS) 


Discussion of military budgets ts 
made more bitter by the fact that 
the countries of Europe are not on 
the same level of economic develop- 
ment. The strongest nations cannot 
grasp the difficulties of the weak, 
ind the weak have concentrated on 
‘xternal aid. 

In this delicate situation, the 
tradition of judging each country 
upon its national income _ per 
capita, and to adjust military ex- 
penditures accordingly, has not 
clarified the position. There are 
several reasons for this: 

1. Results of calculations are still 
not comparable, despite attempts to 
unify statistics. In several countries 
large fluctuations of prices have 
vitiated the calculations. 

2. The ratio of military expendi- 
ture to national income is too un- 
certain. The former has very 
vague limits: chiefly as to transac- 
tions or goods delivered or pro- 
grammed figures. The problem of 
the transfer of incomes 's far from 
being solved, and as this !tem is 
treaied in varying ways. so it can 
be shown that war expend tures are 
low-—or even excced the national 
income! 

From the expression of ‘miliary 
expenditures as a percentage of 
national income ali too often erren- 
eous conctusions are drawn. The 
quantities compared are far from 
being homogeneous and a 


son of them has little value. 


compari- 


Prom oe The [ CONOMILIE Coat thre Rearn 


lwo tables given by Professor G 
Schmolders (Cologne — University) 
show the ditliculties inherent in 
international calculations of — this 
kind: 


\ niral 
Lnhudil 


nationa! 
ncome Soldiers’ 
per head daily pay 
$ $ 
U.S.A. . ttl 2.63 


Gt. Britain ... 243 98 
France -- Fea .O5 
W. Germany 49 

Belgium 2.50 


Holland it 76 


Against these figures of Professor 
Schmolders’ must be put the United 
Nations figures for income _ per 
head: 

$ 
U.S.A, ... 1,453 
Gt. Britain .... 773 


France ... 482 
W. Germany 320 


For military pay a report pub- 
lished by American senators after a 


trip through Europe gives the fol- 


lowing figures (per month, not per 
d 1} | he 

Ss 
U.S.A. 75.00 
Gt. Britain 16.00 to 21.09 
France 1.28 
Belgiuin 6.00 to 12.00 
Holland R00 


i> ana ‘ W pa ? F 
The reader will draw his own 


onclusions from such disparities. . 


rare nt, Pu Alc Finance, The Hague , 
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Indonezia Should Use 
More Foreign Capital 


It is now time to put an end to 
the creation of large enterprises on 
Government credit, which have 
failed owing to faulty preparation 
and organisation. 

Indonesia’s foreign exchange re- 
serves are low, thanks to a fatlure 
to take advantage of rising demand 
after the beginning of the Korean 
war. Over 100 million rupiahs (£3 
million) have been wasted by the 
government in imports for industrial 
projects, when this sum could have 
been used to help the small farmers, 
who number tens of thousands and 
are suffering still from the after- 
effects of war and revolution. Im- 
ported goods have piled up unsold. 
since the great body of the people 
have insufficient purchasing power. 
The declining rice crop and the need 
for ever-increasing imports of this 
basic foodstuff are of vital interest. 

Rather than use Government 
credit to boost local industries or to 
oust foreign participation, foreign 
capital, labour and technical aid 
should be welcomed. 

fanual Report, Bank of Java, 


July 2, 1952 





Harsh Measures 
in Israel 


LATEST measures to curb inflation 
and allied economic troubles in 
Israel has been to subject mone) 
holdings to a “compulsory loan.” 
By the end of June all currency 
notes had to be exchanged for a new 
issue. in the process of which all 
notes of £5 or over were “ taxed ” 
10 per cent in the form of loan 
bonds maturing in fiften years and 
bearing interest at 4 per cent. Bank 
accounts of fifty Israeli pounds and 
over were also taxed in this way. A 
corresponding levy on property is 
being considered. The proceeds of 
the compulsory loan are estimated at 
£125 million. Banks abroad which 
heid Israeli notes were given a week 
to repatriate them, and the proceeds 
will be blocked. 

The objects of this levy are two: 
1. To finance capital projects pro- 
vided for in the Budget. 2. To 
strike a blow at the black market in 
notes and smuggling of notes out of 
the country. 

Israel has an enormous deficit on 
its trade accounts. Exports in 195] 
were £116 millions, imports £1122 
millions (food imporis alone were 
£127 milltons). The cost of living 
has risen by one-third over last 
September's index. 

But there ts a silver lining to the 
clouds: a bumper grain harvest was 
brought in this year, and the country 
is a last self-supporting in dairy pro- 
duce and in animal feeding-stuffs. 
From Lastern” Economist, New Dethi 


Juiv 4. W952. and Economist, Londo: 
June 28, 1952 
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S. Rhodesia’s Expansion 


Down 


[His year has seen the appearance 
f certain checks to the hitherto un- 
restricted expansion which has been 
taking place in Southern Rhodesia 
since 1946. 
The mainsprings of Southern 
Rhodesia’s expansion since the war 
rave been an inflow of persons and 
’ capital. In the period 1947-51 the 
iverage entry of persons into South- 
ern Rhodesia was nearly 16,000 
vearly compared with about 3306 
early in the three last years before 
ihe war. In the same period (1947 
1) the annual inflow of long-term 
capital was about £30 million. To 
this must be added a figure of about 
{10 million a year in respect of 
domestic saving to complete the pic- 
ture of capital investment. 


Slowing 


These two important factors, im- 
migration and capital, have condi- 
tioned the market which Southern 
Rhodesia has offered for imported 
goods. In 1946, the f.o.b. value of 
imports stood at just over £20 mil- 
lion, in 1951 it reached £85} million, 
two-thirds of which were producer 
goods and = one-third consumer 
goods. 


Development on such a scale ts 
not an unmixed blessing. Not every 
part of the economy can be catered 
for at the same rate. Building. water. 
electric light and power supplies and 
coal production are all. to a large 
extent, interdependent and all de- 
pend on transport facilities. It has 
not been easy for Southern Rhodesia 
to keep the various developments in 
step and the inadequacy of the rail- 
way system in relation to the greatly 
increased volume of traffic has been 


a constant source of difficuliy. These 
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ditficulties, particularly of transport. 
are the self-generating checks which 
were making themselves feit 
throughout 195! and at the begin- 
ning of 1952. 


Board of Trade Journal, London, 
August 2, 1952 


Venezuela’s Oil-Bound 


Economy 


VENEZUELA produces a daily average 
of nearly two million barrels of 
crude oil: the chief companies are 
Creole, Shell and M.G.O. (Mene 
Grandz Oil, a Gulf concern). The 
first production in the country was 
on the shores of Lake Maracaibo in 
1914, and in 1921 this was under 
way to the extent of 4,000 barrels a 
day. The population was then two 
and a half million, depending en- 
tirely on agriculture, and therefore 
on the risks of harvesting coffee and 
cocoa, the main exports; a poor and 
backward country indeed. 

The population is now about five 
million: sixty per cent of the income 
to the State treasury is derived from 
oil, and that income is being used to 
build highways, schools, airports. 
ports, hospitals, cheap housing—-the 
gamut of social welfare. The country 
is short of consumer goods; nearly 
all durable goods must be bought 
abroad, except wood products. This 
puis the country in a delicate econo- 
mic position, as the economy fluc- 
tuates with the fortunes of oi!. But 
given the wise use of the royalties. 
there is every hope that other pro- 
ductive assets can be developed 
which will eventually diminish Vene- 
zuela’s dependence on oil. 

From Venezuela Up-to-date, Venezuelan 

Embassy, Washington, June, 1952 














SNAPSHOTS 








Phere has been no prospecting tor tin 
{ALAYA since 1939, first because of 


he War and then for security reasons 


{) t erat ko n “a 
Deposits now being worked may not last 
wre than [1-13 years 


BRAZIL is said to be heading tor a 


nonetary crisis. She owes Britain £25 


million, Germany £21 million, U.S.A. £70 
nillion; bui these countries will not 
sceept Brazilian exports in payment te 
cause of their high prices reiative to the 


rest of the world Cotton, wheat, 





sugal 


iad tunber are piling up unsold, 


WORLD exports of — merchandise 
during LOST are valued at $76,000 million, 
is against $S6,000 million in 1950. Data 


ride between Communist countries 
not available, but the rest of the 
orld’s exports to Eastern Europe and 


about 25 per cent to $1,500 
ibout two per cent of the 
American exports were 


(nina fels 
NuHONn, OF 


vorld aggregate, 
) 


46 per cent on 1950, imports up 22 
per cent. W. Europe's exports were up 
43 per cent to $22.000 million: imports 
totalled 524.000 million, one-third more 


than in 1950, Sterling Area exports rosy 
the first half of 1951, fell 10 
per cent in the second half 


Ihere are more bankruptcies in 
BRITAIN. Between January and June, 


1952, 249 limited compan.es were wound 


up, and 1.033 receiving orders were 
sued. Figures for first half of [95 
vere: 251 windings-up, 956 receiving 
yrders. Indications are tt 


lit itis the small 
ader who js getting hurt mo 

One can no longer speak of “ full em- 
lopment” in AUSTRIA. Unempltoved 
persons now numer 119.000, or 39.000 
nore than at the same time in 1951. By 
the end of the ear there may te 7 or 8 
he working population unem- 


¢ anes > hon a) no 
latest figure for Britain is 2.1 per 


A new five-yeal 
Oi j INLAND is to be 
" 
} 


iV from a SLO MabnTO 


- World Bank. Halt of tt 


rf t lo: n 


s will 


plan for the economic 


be spent on power-stations. Expansion 
of wood processing, metal industries and 
“rain-growing are the other main objects 
fine Planning Commission believe that 
the world demand for Finnish timber 
products will increase; big saag is the 
coming shortage of labour, since lumber 
jacks are leaving the forest and farms to 
take safer, steadier jobs in the towns. 


ihe improvement in general conditions 
in SPAIN, which first became apparent 
in 1951, continues. Record crops have 
led to the almost complete suspension ot 
food rationing. Hydro-electric output has 
risen to 8.668 million kwh, per annum. 
Both these developments are the result of 
record rains. The tourist industry Is 
booining, thanks to a favourable rate ot 
exchange. The black spots are the high 
prices ruling in the country for textiles 
ind footwear which place these beyond 
the purse oF much of the population, and 
also the tight exchange situation which 
prevents imports of capital equipment 
purchase exchange in all 
currencies are being held up by the 
Government. The chief exports are fruit, 
nuts. wine, cork and minerals. 


Licences. £0 


Sliding wage scales are now adopted 
throughout PRANCE. Ruses will take 
place whenever the cost-of-living index 
rises S per cent, with the maximum of 
one adjustment every four months. The 
base figure is 142 (1949=100), so as the 
June index was only 143.1, no adjustment 
is due for a month or so. The scale 
pplies. of course, only to minimum 


WALCS, 


Shipping freight rates are falling gener- 
ally, and tramp companies are facing in 
creasing difficulties. Several of the older 
types of steamers are being withdrawn 
irom service. But EUROPE ts still buy 
ing American coal, and transatlantic 
shipments on this account are an alleviat- 
ing factor, although here. too, rates 
quoted are dropping sometimes as much 
as 30° tn a week. 

SOUrCeS include Ve WV" York Tin ys Ne ‘4 
York; United Nations Bulletin, London. 
Handelshlatt, Diisseldorf; Manchester 
Guardian, Manchester; Petroleum Pre 

Service, London, Bank of London aid 
youth America, Madrid; Financial Times 


London 
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IWO TEXTBOOKS 


Se ee ee ere een eens 


Economics Without (Many) Tears 


In such a Auid subject as economic 


~ 


s, what is the shape 


of textbooks to come: 


\ LARGE number of economic text- 
books have becn coming on to the 
market 'n this fast year, and the 
trend is still upward. tt is difficult 
» define, perhaps, what we mean by 
a textbook in this subject. as at some 
Stage or other any book remotely 
connected with economics is textu- 
ally relaicd to a course of instruc- 
ion. But we may 
boundary the point at which econo- 
mics spills over into political apolo- 
zeties (Which unfortunately excludes 
amusing books). A high 
of specialisation or a_ thick 
edge of mathematics (the earmarks 
of books written from laboratories 


tane aS our 


OMe Very 
degree of 
ter 
ior taboratories) may also be con- 
yerent limiting factors 

What, then, are the criteria to be 
applied to within thi: 
frame? We rather hope that the 


textbooks 


good textbook, directed towards 
students at any stage, is the text- 
book that opens a few new doors 


and a few new eyes: that submits a 
mode! or two for the students to pull 
and push the knobs on; and _ that 
nudges the student into the discovers 
that “economics is a mental disci- 
pline” first, and a whip or a 
whipping-boy afterwards. 

The two books reviewed here are 
fairly advanced, which is to say that 
some of the bedrock of the subject 
is assumed tn the reader. Both ind:- 
cate that the path of the textbook- 
writer is going to get thornier as the 
vears go by. For if the Benham or 
The Theory of the 


} my) 
COCk), Willian 


Market Economy, by 


ry. - 
thodge & Co.,, 


Londo 


Competition, by Trhor Scitovsky, Allen 


the Cairncross or the Crew of the 


year (say) 1982 is to include the 
solid advances of the intervenin: 


years in his pages, he is going t 
have io call on all the ingenuity 0! 
which he is capable. To take ai 
example, indifference curves, which 
are tossed into Appendices by the 
standard textbook-writers. have be- 
come the keystone of the building 
Those who tumbled over the Key- 
cataract will have to dry 
themseives and redraft the Social 
Accounting and Trade Cycle see- 
tons. Welfare Economics have be- 
come shifting sands. Sooner or late: 
a standard work will have to include 
a diabotical introduction to pure 
mathematics. Life is harder than 
nerhaps some textbook-writers have 


thought 


nesian 


Tinkling Svinbols: 

First to the “Theory of the Market 
Economy,” by von Stackelberg. This 
is not a complete textbook, in thai 
monetary and credit theory. trade 
cycles, foreign trade and location of 
industry are only lightly touched on 
In passing. It ts the workings of 
markets, perfect and imperfect, that 
von Stackelberg covers, and lucidly 
and thoroughly, too. 

And he says that beyond a certain 
stage In economic study it is posi- 
tively dangerous to proceed without 
mathematics. It is not enough to 
trust to qualitative analysis in words. 
whose meaning must remain doubt- 


’ 
” frpe 1957 YS ured 


: 
' 
and Unwin, London, dune, 1952, 25s 
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ful however carefully defined. * The 
prevalent neglect of quantitative 
analysis in the academic instruction 
of the economist, the prejudice 
iwainst mathematics, and the wholly 
imsurlicient) statistical training, are 
diametrically opposed to the require- 
ments of today and more especially 
of the needs of economic policy. ... 
It is objected that mathematics gives 
the impression that economic rela- 
tons are precise and stable while in 
reality they are imprecise and ever- 
changing. This view misrepresents 
completely the place of mathematics 
in economic theory. Mathematical 
symbols alter neither the assump- 
lions nor the conclusions of the 
theoretician in so far as those con- 
Slusions are determinable.” 

Mathematics produces — precise 
thinking. Because of the complexity 
f the subject-matter, it is only too 
easy to skip over the difficulties and 
‘take refuge in some all-embracing 
conception derived from imaginative 
but often unreliab’e speculation. 
This becomes impossible if mathe- 
naties is used.” 


The Great Uninformed 

Our second textbook is * Welfare 
ind Competition.” by Tibor Scitov- 
sky (Stanford University), which 
again deals primarily with the 
private-enterprise market, but = un- 
folds into a complete handbook to 
the workings of any economy. More 
particularly it is a critique of the free 
market economy, and in this book 
(as in so many American classroom 
works) the writer goes out into the 
narket-place to discover what makes 
it ick, and to see whether the ticking 
>ould not be muffled, or smoothed, 
or whether it constitutes the best 
noise one is likely to get in a 
frictioned world. 

A distinction not enough made (or 
not often emphasised) in standard 
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works is that between the “in- 
formed” and the “ uninformed ~ 
market. True, a definition of a * per- 
fect market” must include “ perfect 
information * but no one believes in 
perfect markets; the crucial degree 
of information in a market may 
therefore be forgotten. The tendency, 
the author points out, towards faster 
technical progress, differentiation 
and cheaper household durables 
creates less information in the mar- 
ket, not more. Once running a 
household was a skilled craft; now 
technical progress has raised our 
standard of living “at the cost of 
depriving the buyer of his inde- 
pendent judgment in the consumers” 
market. . Few people can judge 
the quality of a toothpaste or an 
electric iron; the frequent introduc- 
tion of new types and models tends 
to prevent reliance even on past ex- 
perience.” And, mirabile dictu, “ re- 
cent discoveries in the field of nutri- 
tion have rendered the consumer 
chary even of relying on his palate 
for judging the quality of food... .” 
The free market economy (charac- 
terised chiefly by “free entry ” into 
any industry) is placed alongside 
pure competition, and the conclu- 
son reached as to tts efficiency is 
that to most intents and purposes 
there will be very little difference 
between the two. But job alloca- 
tion would be generally inefficient 
(* would be ” because there is prob- 
ably no such economy in existence 
today), there would be more produc- 
ing units than are necessary to pro- 
duce society’s output economically. 
and there would be a tendency to 
use more labour-intensive and less 
capital-intensive methods than are 
economically most efficient. How 
the author arrives at these conclusions 
is by clear and cogent paths, and in 
a style which ts a delight to read 
A.B, 
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Banking Nearly an Impossible Profession 


BY Sik THEODORE GREGORY (Bank of Greece) 


Bankers are discussing expedients to correct mistakes for which they are 
partly responsible, says this forthright commentator 


| was brought up to think that the 
more elastic, the more libertarian, the 
less detailed the intervention of the 
nonetary authorities in the affairs of 
banking and currency, the happier 
the country concerned. And | am 
yound to say that it strikes one very 
painfully that the high authorities 
f the Bank of England and of the 
London Money Market and of the 
federal Reserve Board in Washing- 
ton have to spend their time devis- 
ing various expedients to correct the 
mistakes for which, I think, they are 
in part themselves responsible. 

One of the things which strike me 
is the fact that a great many of the 
expedients would be quite impossibie 
without the division of the world 
into a series of waiertight or nearly 
watertight compartments labelled 
respectively: the Sierling Area, the 
Frane Area, the Dollar Area, and so 
on. If there were still an inter- 
national money market, with the 
free movement of funds expressed 
in currencies in which the public 
sull retained confidence. most of 
these expedienis would be quite un- 
workable, because there would be a 
flight from the more to the less con- 
trolled currencies. 

Bankers seem to take for granted 
that which we. as bankers and 
economists, ought to be discussing, 
namely the objectives behind these 
various controls. What is it the 
bankers are required by the govern- 
ment authorities to carry out? = | 
think the time has now come when 


bankers should really consider 
Whether current tendencies are not 
such as to make banking an impos- 
sible profession. 


Thieves and Bandits 

We are already regarded by public 
opinion more or less as thieves and 
bandits, if not worse. We have to 
consider what the situation will be 
if present tendencies in the world 
continue. 

Four main trends of public think- 
Ing are apparent. 


1. Inflation: 1 know 1 shall be 
told that in all countries there is at 
the present ume a certain reaction 
against inflation. But the more it ts 
criticised in public the more it is 
followed in private. Inflation is not 
really being effectively handled 
either by central banks or by govern- 
ments. 

[t is quite a mistake to think that 
inflation, and the popularity of infla- 
tion, are a product either of war or 
of the immediate post-war period. 
1 think it was in 1922 or 1923 that 
there was published a conirovers 
between Mr. Oscar Hobson and J. 
M. Keynes, in which one sentence 
occurred which I have never forgot- 
ten. 

It was: “In dealing with these 
problems it ts necessary for us to 
submerge the rocks.” We have been 
submerging the rocks very success- 
fully for the last twenty years. and 
we are now struggling with the con- 


From Address to the Rome Credit Conference, printed in Bancaria, Rome, Envlish 
Supplement to No. 12, 1952 
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sequencies. If inflation goes on, 
etther the public will lose all con- 
fidence in) money, in) which = case 
bank deposits will disappear — or 
ventral bankers in co-operation with 
commercial banks will have to fall 
back on some kind of “valorized™ 
deposit. 


Planning: We are all planners 
NOW, in the sense that it is very good 
manners to throw some incense on 
the altar of planning. But where ts 
the banker going to find himself in 
the Jong run in the — planned 
economy? TP think he will find him- 
self in the position of the office boy, 
told to carry the letlers of insiruc- 
from Waitehall on 
Washington, Paris or Rome. de- 
minding that the bankers put at 
(het disposal such and such amounts 
Yomones 


tron, issuing 


Bankers will not) be wanted to 
exercise any kind of qualitative ot 
quantitative control at all. ATP thes 

mexpect to do ts to Keep the books 


well 


3. Cheap Monev: The policy of 
heap money has been so 
fully advertised in recent vears, that 
it comes to me as a 
pleasant surprise to realise that there 
Isa great deal of black-marketing in 
nN People are evident more 


Mane 
responsive to interest rates than 1 


thought. 


UCEeSS 


omewhat 


But it ts quite clear that the whole 
of profitability and the whole 
basts of banking operations must in 
he course of time be fundamentally 
changed if interest rates are never 
allowed to rise above the level which 
is. pre-determined by authorities 
ther than the banking authorities 
themselves. There must be a change 


hasis 
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of heart not merely in central banks 
but in treasuries before an alteration 
can take place. But unless it does, | 
cannot see how banking can con- 
tinue to be profitably undertaken, 
unless indeed the banks hold assets 
which at the present time banking 
tradition prevents them from hold- 
ing. 


4. Government Financing: Last- 
ly. there is the idea that it is the 
duty of the banking system to act as 
1 kind of wastepaper basket for 
government securities. If the banks 
are merely there to take up securities 
Which the public, being freer to act 
than the bankers themselves, refuse 
to take. We approach again the same 

ite of affairs which we would have 
ipproached if we had accepted 
Whole-heartedly the doctrine of the 
planned state 

Banking in this case ceases to be 
mvthing more than a sub-diviston 
of the treasury 


We are told. of course. that the 
policy of governments in the matter 
f cheap money, are all devised: in 
ihe interests of the taxpaver and the 
population as a whole. T think that 
Mts is a fantastic tdea. Th ts quite 
‘antastic. for instance. to sav to the 

ytation of the United States: 


“We have saved vou a quarter per 
cent. on the floating debt of the 
United States Government, but in 
doing so, of course, we have also 
reduced your savings in the course 
ff nine months by something like 
one-third.” 


Sooner or later. owing to the rise 
of prices. banks will cease to exist 
This is an ideal which may appeal 
ty a goed many people. But T feel 
that to bankers tt will not. 
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No Need for Gold to be Up-Valued 


BY MIROSLAV A. KRIZ (FEDERAL 


Act gold hoarding should not be 
regarded as necessarily speculative. 
In the Middle and Far East gold 
hoarding appears as part of the 
normal saving pattern of the people 
and the popular demand for gold in 
these countries is therefore deter- 
mined more by the level of incomes 
than by the anticipation of gold price 
changes. When prices of the goods 
produced in these countries are 
rising, as i recent years, the hoard- 
ing demand increases; when prices 
are low relative to the official domes- 
ue gold price, as after the devalua- 
tion of the early “thirties, there | 
wave of dishoarding 


sa 


On the Continent of Europe and 
in some parts of the Americas, the 
hoarding appears essentially as a 
means of minimising losses that are 
expected to result) from political, 
economic, and social upheavals and 
the concomitant inflationary pres- 
sures and currency depreciations 

Finally, along the routes of the 
international premium gold traffic 
there are various centres where 
middlemen and speculators buy and 
sell gold in order to derive a profit 
from short-term fluctuations in’ the 
market price of gold-—fluctuations 
that depend in turn largely on the 
actual and anticipated changes in the 
gold supply and demand in those 
countries Where gold is hoarded in 
large amounts. It is because the tide 
of gold hedging against monetary in- 
stability in some parts of the world 
has coincided with the tide of high 


RESERVE BANK OF NEW York) 


other areas that the hoarding de- 
mand in recent years has been 
particularly intense. 


No Boom in Gold Now 

At no time since the outbreak of 
Korean hostilities have the prices at 
which gold is traded for U.S. dollars 
in the clandestine or open market re- 
turned to the high point of $55 per 
fine ounce in May, 1949.) By mid- 
1950 quotations were in the region 
of $36; after Korea they rose sharply 
to about $44 in January, L951, by 
December, 1951, they had declined 
to a little under $39, and by mid- 
May, 1982. to about $37 


Great care should be taken not to 
read too much into” these prices 
Phere is no free market for gold in 
the U.S Gold prices quoted in 
dollars reflect transactions by specu- 
lators and traders either outside the 
US. or only connected) with the 
US. in that gold is sent there for 
refining before re-shipment 

The gold premiums ino free and 
black markets reflect, in the first 
place. the cost of overcoming the 
restrictions that impede the flow of 
gold between countries. and within 
countries Where internal trading ts 
restricted. To an even larger extent. 
however, they also reflect the mone- 
tary habits of the population, the 
efficiency and stability of the local 
monetary system and of government 
finances, as well as the varying pros- 
pects of the national government. 


In their very essence, foreign gold 


commodity prices and incomes in prices are therefore a reflection of 


From “The Price of Gold,” Essays in 


International Finance, Neo. V8, 


University. New Jersev, duly, T9S2 








local conditions in various countries. 
and cannot be looked upon as an 
indication of the intrinsic value of 
the United States dollar. 


Producers’ Case 

The gold producers argue that in 
the face of rising mining costs the 
gold price is unduly low, first, be- 
cause the prices of other metals and 
commodities have increased con- 
siderably in the last fifteen years 
and, secondly, because higher gold 
prices prevail on the free and black 
gold markets. Since, on the other 
hand, the mining costs have risen, 
‘something should be done for the 
zold miners.” 

The gold) producers’ argument 
that mining costs are high and the 
gold price low bears a close resemb- 
lance to the standard argument of 
all producers of — price-controlled 
commodities. It is sometimes argued 
‘ by disinterested observers that 
the old industry’s case deserves as 
much attention as that of any other 
industry whose end-price is con- 
trolled by the government, and 
accordingly, it is asserted, the pro- 
ducers have a right to a price that 
covers the cost of production, 

This analogy rests on the assump- 
tion that gold is a commodity. How- 
ever, gold is not primarily a com- 
modity, but a monetary metal since 
its marketing and its price are deter- 
mined not by market forces but by 
actions of governments. It is for 
monetary reasons that there is a 
fixed official gold price to which the 
national currencies are related 
directly or indirectly, the mutual 
links between currencies in turn re- 
flecting their relation to gold. 

Whether the fixed gold price con- 
tinues to serve fully its purpose must 
accordingly be judged solely from 
the monetary viewpoint. Gold pro- 
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ducers themselves, in electing to en- 
gage in the business of producing the 
world’s primary monetary metal. 
must be prepared to accept both the 
windfalls and the risks of their very 
specialised type of industry. 

It may be questioned whether a 
high priority in overall economic 
policy should be given to gold pro- 
duction. Gold is not an armament 
metal, and this was indeed the 
reason why direct government re- 
Strictions were imposed during the 
last war on gold mining in Canada. 
the United States, and Australia in 
order to release manpower and other 
resources for the armed forces. 
Whether a special incentive should 
be given to gold production during 
the present international emergency 
is a problem that must therefore be 
examined not from the viewpoint of 
the gold industry itself, but rather 
from that of the international econo- 
mic policies of the United States, the 
British Commonwealth of Nations. 
Continental Western Europe and 
its Overseas territories and Latin- 
America. 


Conclusions 

From the viewpoint of both the 
U.S. and the world at large. the 
maintenance of the present dollar 
price of gold appears imperative for 
the following reasons : — 

|. There is nothing fundamen- 
tally “unrealistic” in the present 
official gold price of $35 per fine 
ounce. It is at this fixed price that 
the bulk of international transactions 
is effected. 


ee 


2. Te argue that a rise in the 
commodity price level should be fo!- 
lowed by an increase in the price of 
gold is a version of the economics of 
perpetual inflation. In the first olace. 
the increase in the value of gold out- 
put. and gradually also in its volume, 
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that would follow a gold price rise 
would increase the incomes in gold- 
producing countries, While there 
would be no parallel increase in the 
volume of consumer and investment 
goods; part of this added purchasing 
power would tend to spread itself 
into. foreign countries — through 
foreign trade and thereby increase 
the competition for goods. 
Secondly, increased sales of gold 
io monetary authorities by the pro- 
ducers would tend to expand the 
commercial banks’ reserves and thus 
(unless offset, perhaps with some 
difficulty) increase their lending 
power. Thirdly, in the gold import- 
ing countries the reserve base of the 
banking system would also be en- 
larged. Finally, the psychological 
effect of a gold price rise would be 
decidedly inflationary. Under exist- 
ing world-wide full employment 
coupled with rearmament efforts, a 
higher gold price would greatly com- 
plicate in many countries the task of 
monetary authorities in implement- 


ing policies of monetary restraint. 


3. The potential gains for inter- 
national liquidity and the foreign 
exchange reserves of other countries 
that might be derived from a gold 
price manipulation would be com- 
paratively small, and their distribu- 
tion uneven and haphazard. 


Footnotes: The recent French 
Gold Loan, tied to the free market 
price of the Napoleon, was floated 
with moderate success. It was in- 
tended to bring in 200,000 million 
francs in new money; it actually 
brought in 195,000 million, including 
34 tons of gold (value 14,200 million 
francs). 


The Governor of the South 
African Reserve Bank said on July 
30 that South African gold pro- 
ducers had realised £6,200,000 in 
premiums on free gold sales. The 
premium price was therefore about 
10 per cent above the fixed official 
price. On an average 


HGUSEWIVES ARE HOODWINKED, SAYS WEIGHTS AND 


MEASURES 


INSPECTOR 


There 1s an undesirable trend in trade practices, a tendency to hood- 
wink the housewife and others, Fy manipulation of weights and measures 
standards. Such practices are to be found tn: 


Fewer matches tn the box. 


Smaller weight of tablets of soap, 

Fluid ounce markings less than the major divisions of one pint. 
Smaller net weight of contents of jars of jam and other preserves, 
Reduction in weight of chocolate bars. 

Reduction in weight of cigareties soid by number. 

Smaller size of the average “ nip” of spirits. 


Unfortunately, not even the 


Government are entirely free from 


criticism, The Ministry of Food has a practice whereby butter is packed in 


gross weight quantities, including wrappings. 


The losses in weight from 


this practice, even it it affected only half the population of Britain, could 
represent some 27,000 Ibs. of butter every week. 


Annual Report of the Chief Inspector of Weights and Measures to Dorset 
County Council, Dorchesier, August, 1952 











Speaking Out for Capitalism 


BY HAROLD WINCOTT 


luk alternative to authoritarianism 
Is capitalism. 

If we decide for captialism, for 
goodness’ sake let us be adult 
enough to admit that you have got 
to have capital, and to provide the 
conditions in which capital can be 
formed. | warn you, the conse- 
guences will not be pleasant—at 
least in the early stages of the new 
capital formation. First. we shall 
have to have a really big reduction 
in the level of taxation levied on our 
industry —probably something of the 
order of £300,000,000 a year, either 
through depreciation concessions or 
through lower direct taxation. Un- 
less we have a really enormous tn- 
crease in productivity, such relief can 
come only from expenditure in the 
public sector of the economy, or 
from personal consumption 

Either the government and the 
local authorities must economise in 
their spending, a lot of which ts on 
our account, or we shall have to 
spend less individually. Side by side 
with this. we must stop inflation, to 
end the insidious destruction of capi- 
tal which inflation causes. 

Secondly, we must have a 
materially lower level of taxation on 
personal incomes, not least in the 
higher income brackets. For it. ts 
mainly in these higher income 
brackets that personal savings, and 
personal savings willing and able to 
take risks, are to be found. TI also 
want to see the government en- 
‘ourage small personal investment in 
industry, by giving limited tax con- 


cessions to such investment, just as 
it encourages the small saver in the 
National Savings Movement through 
similar tax concessions. 

Channelling Savings 

Side by side with this, | want to 
see our Stock Exchange and other 
instituulons buck their ideas up and 
get down to the job of channelling 
savings from all sectors of the popu- 
lation into industry, here and over- 
seas. | want a real property-owning 
democracy. I want our leaders to 
develop a sense of humility. | want 
them to trust the people, to rely on 
free markets. 

fam not pleading for a return to 
the laissez faire system of the nine- 
teenth century. | am seeking a happy 
mecium between that system and the 
authoritarianism which IT am preity 
sure awaits us toward the end of the 
twentieth century unless we do 
something to prevent it. Too many 
governments today do not trust their 
people. 

Take this question of budget sur- 
pluses. [I do not mind a budget 
surplus if it is used for a proper pur- 
pose, like the reduction of a nation’s 
debts. although even so a budget 
surplus can destroy incentive and 
thus lower production. But when a 
government budgets for a big surplus 
and then squanders the surplus. you 
get into a vicious circle. The govern- 
men claims it must have the surplus 
because the people themselves will 
not save. How can they save if they 
are being heavily taxed to provide 
that surplus? Can you expect the 


From Talk in Third Progranune. The Listerer, London, August 7. 1952 
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people to be thrifty when the govern- 
nent is proiligate? 

One final word. It is no use kid- 
ding ourselves that this job can be 
done in eighteen months or two 
years. We must have no more false 
opumism the moment recovers 
seems to be round the corner. This 
is a lifetime’s work. increasing pro- 
duction and ho'ding down consump- 


tion so that we may build up our 
national reserves and develop the 
resources in which the British world 
sull abounds. 

The reward will be a free and in- 
dependent Britain, no longer relying 
on the whims of foreign aid, no lon- 
ger torn every other year by balance 
of payment crises. But what a test 
for democracy! 





New Plan for Rail Nattonalisation 


Suggestion from Switzerland: Nationalise the permanent way only, and 
tax the railways for its use 


Pir Swiss Confederation bought up 
the largest railway systems in the 
country between 1898 and 19069. 
But since the first World War the 
federal railways have been run al- 
most continuously at a loss, when 
interest and the costs of electrifica- 
tion and improvement are taken into 
account. 

Ihe users of the systems have 
perhaps benefited from a better ser- 
vice than some of the former Com- 
panies would have provided, but the 
railways were far from being cheaply 
bought, as was claimed by the pro- 
ponents of nationalisation fifty years 
ago. 

A Commission of experts has been 
considering the purchase by the 
State of fifteen more private Com- 
panies. Because of the increased cost 
of running and renewal during these 
last ten years, these Companies have 
also had difficulty in keeping their 
heads above water. 

But is outright purchase the best 
plan? 

The railways have, as a public ser- 
vice, to maintain sufficient rolling 
stock to cope with peak traffic; they 


have to maintain many routes and 
branches which do not pay. Heavy 
goods must be carried at low rates 
of charge. All these burdens could 
be supported when the railways had 
a monopoly of long-distance trans- 
port. But the competition of road 
hauliers in the profitable lines has 
left the railways defenceless. 

If the railways are to be main- 
tained, a new viewpoint must be 
taken up. It is suggested that, just 
as road transport does not build its 
own carriageway, but pays compara- 
tively lightly for the use of it by 
means of taxes, so the railways 
should have the burden of the con- 
struction and maintenance of its 
permanent way taken from _ its 
shoulders. 

In order to put this into operation. 
the cantons, communes and Con- 
federation government, in so far as 
they are shareholders and creditors 
of the Companies, should renounce 
their rights to interest or repayment 
of capital, and if reed be should 
grant subsidies. In this way, they 
will become responsible in part for 
the railways, just as they are for the 
roads. 


From Bulletin Financier Suisse, Lausanne, July 17, 1952 








Has Devaluation Worked? 


The devaluations of 1949 made changes in prices and wages in Europe; have 
subsequent events put them back where they started? 


THE relationships between European 
and United States prices since 1949 
have been influenced most import- 
antly by three factors: the devalua- 
tions of September, 1949, one of 
whose purposes was to change those 
relauonships:; the armament pro- 
grammes and the Korean war which 
caused both European and United 
States prices to rise, but unequally: 
and the slight down-turn in United 
States prices that began early in 
19S. 

If the U.S. wholesale price index 
is compared with those of Europe 
and Canada, it would appear that 
much of the change in price relation- 
ships brought about by devaluation 
has been lost through the continued 
rise of European and Canadian 
prices, and the fall in U.S. prices. 

Italy is one exception: her price 
indices have fallen with those of the 
U.S. Sweden’s, on the other hand, 
have risen more than in any other 
country. 


Taking Index Apart 

Such a comparison of wholesale 
prices in Europe and in the United 
States, however, fails to show cor- 
rectly either the price effects of the 
devaluations or the extent to which 
those effects have been retained or 
modified by subsequent develop- 
ments. Wholesale price indexes are 
necessarily a mixture—and in most 
cases an irrational mixture — of 
domestic prices, export prices, and 
import prices, and it is through 
changes in the relationships between 


from International Financial Statistics, UM.F., Washington, July, 1952 


these elements that devaluations 
have some of their principal effects. 

Devaluations are intended to re- 
duce domestic prices expressed in 
foreign exchange and to reduce 
domestic prices relative to import 
prices. Export prices expressed in 
foreign exchange may prove either 
to be reduced because of the fall of 
their domestic price components, or 
to remain constant, to rise, or to fall 
if the export products in question 
have a world price mainly deter- 
mined by supply and demand condi- 
tions abroad. 

Under these circumstances, 
whether wholesale prices expressed 
in foreign exchange rise or fall, and 
by how much, depends in large part 
upon the weights assigned to their 
domestic, import, and export ele- 
ments, and for the determination of 
these weights there is neither any 
rational basis nor any consistent 
practice among countries. In general, 
the United Kingdom, Belgium. 
Canada, and Italy include in their 
Wholesale price indexes all three of 
these elements (i.e. domestically pro- 
duced goods are combined with im- 
ports with weights for domestically 
produced goods that reflect both the 
domestic consumption and export of 
those goods), while Denmark, the 
Netherlands, Norway, and Sweden 
include only “home consumed 
goods ” (1.e., imports and domestic- 
ally produced goods weighted by 
their domestic consumption only). 

When we compare wage rates (as 
an example of domestic prices), ex- 
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HAS DEVALUATION 


( prices, and import prices for the 
‘uintries i question, the picture Is 


ferent. 


ln the U.K., devaluation meant 
lat Wages (expressed in dollars) 


ropped heavily. export prices (also 

dollars) less heavily, and import 
dollars least) of all. 
Measured against a common base of 
lanuary-June, 1950, the high indices 
wave become the lowest and vice- 
versa. Th’s reversal of relative prices 
as also occurred in Hotiand, Den- 
nark, Norway and Sweden. 


Prices in 


Points Made by LIS 


No General Recession: Despite 
he depressed textile market and a 
levelling-off of total industrial pro- 
duction, there is no evidence of a 
general recession of demand = in 
Europe such as would have serious 
idverse effects on the United States 
economy. 

[he stab:lity appearing in the in- 
dex of indusiral production for 
Western Europe tn the first part of 
1982 reflects a sirong demand in the 
remainder of the European eco- 
nomy, especially in the metal and 
metal-using industries. In almost 
every country, output of metal pro- 
lucts for the first quarter of 1952 
was substantially above that for the 
same period of 1951: in particular, 
production in the first four 
months of 1952 was nine per cent 
above the same period of 1951 for 
the area as a whole. 

The easing of demand fer con- 
sumer goods may be expected to 
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This reversal was in a direction 
which would improve the balance of 
payments with the U.S.A.—in so far 
as price effects alone are concerned. 
Relative quantities of imports and 
exports, and productivity among 
Wage-earners, are not here con- 
sidered. 

Phe reversal has continued since 
1949 to the latest dates for which 
staustics are available. There are 
countries Where wages are again be- 
ginning to rise fast now, it is true: 
but the changes induced by devalua- 
tion are still with us. 


facilitate a shift of manpower to in- 
dustries where it is urgently needed. 


On the Contrary, — Stability: 
Whether the increases in output and 
greater stability of prices achieved 
by most countries of the free world 
in the first half of 1952 will be main- 
tained depends to a considerable ex- 
tent on developments in the United 
States and other industrialised coun- 
tries. Assuming no change in the 
international political outlook and 
the maintenance of a high rate of 
economic activity in) the Uniied 
States, accompanied by a moderate 
expansion of imports and foreign aid 
expenditures, other countries are 
likely to be able to maintain the 
improved overall stability expert- 
enced in recent months. 

Restriction Natural, but Unecono- 
mic: There has recently been grow- 
ing pressure to increase restrictions 
on the entry of imports into the 
( i (1%¢ La ear MIOF] Tyvisers, 
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t14 
United States -through amendments 
to the Defence Production Act, 
through the use of the “escape 
clause ” to revoke concessions made 
in reciprocal trade agreements, and 
in other ways. The tendency to 
seek increased protection when 
domestic markets soften is a natural 
one. The Government, in determin- 
ing its course, must always en- 
deavour to administer its policies in 
a manner which minimises injury to 
individuals. But in considering re- 
yuests for increased restrictions upon 
importauon, the Government must 
also consider the general economic 
eilects of such” restrictions and 
their consistency with other public 
policies. 

Etfective increases of import re- 
siv.ctions raise prices to domestic 
users, and, under normal cond!tions 
of trade, also force foreign countries 
sooner or later to cut their purchases 
rom us. Jn the long run, the artifi- 
cial curtailment of trade generally 
reduces efficiency in the use of 
economic resources, and thereby re- 
duces the total amount of output. 
These considerations, being well 
known, need not be elaborated here. 
In addition to them, however, is a 
newer consideration arising out of 
the fact that some of the countries 
whose trade would be affected by 
increased United States import. re- 
Strictions are receiving foreign aid. 
American restrictions on imports 
make more and more aid necessary, 
defeating the original object of it. 

Private U.S. Investment Outlook 
Gloomy: The economic development 
of the United States during the 19th 
century was speeded and advanced 
by capital investment from abroad. 
he shoe is now definitely on the 
othcr foot. The economy of the 
United States is now relatively far 
idvanecd, and has been exporting 
capital for a generation. However. 


ECONOMIC 





DIGEST 


world in 
being | 
shown for private capital from the 
United States to be invested over 
seas, except to secure raw materials 
particularly oil and metals. 


in the present state of 
security, little tendency its 


UNITED STATES 1S WORTH 
$1,000,000 MILLION 
Ar the end of 1951, the United 
States——its land, buildings, equip- 
ment, goods on hand, assets abroad, 
and gold holdings -was worth about 
$1.000,000,000,000, including only 
the national wealth above ground. 
Here is the breakdown of the 
nation’s wealth at the end of 1951: 


res'denecs. S$190.000.000.000: land, 
S160.000,000,000. factories, stores. 
offices, $113.000,000.000: other 
buildings, $138,000,000.000;  mach- 


ines, factory equipment, railroads, 
ete.. SP10.000,000,000: inventories 
of goods in stores, factories. ete.. 
$110.000,090,000; autos, appliances, 
househo'd equipment. $103,000,000. 
O00; assets abroad and gold held in 
the United States, $44.000,000.000. 
Not included are such important 
items as perishable consumer goods, 
military assets, works of ari, land- 
improvement costs, and underground 
mineral deposits. 

Measured in constant dollars, the 
investment in machinery and other 
factory equipment was twice as 
much as in 1939 and about five times 
as much in 1900. However. the in- 
crease in buildings over past vears 
has not been enough to keep up with 
the rise in population. Similarly. 
the value of homes, on a per capita 
basis, in constant dollars, is 13 per 
cent below 1929. Construction of 
buildings and homes can continue at 
a high level for a long time before 
the country starts to get ahead of its 
potential! needs. 
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How Italy Transfers Land to Peasants 


BY MARIO: BANDINI 


20M the passing of the swamp 
drainage law of 1882 until 1950 the 
main feature of Italy’s land policy 
has been land reclamation. Whilst 
progress has been very erratic, this 
policy has been on the whole suc- 
cessful, and much ts still expected 
of it. 

After the second World War. 
however, it became evident that no 
ereat improvement could be ex- 
pected unless steps were first taken 
to change the prevailing system of 
land tenure. particularly to split up 
ine large estates. Forms of tenure. 
preserved simply by tradition or 
caste feeling, are the chief obstac!e 
to the creation of those types of farm 
which economic science has shown 


to be the best. (See ECONomIc 
Dicesr, November, 1951, p. 502 
for the U.N. Report on Land- 


Tenure Reform in Under-developed 
Countries). 

The large Italian estates are con- 
centrated in the Po plain, central and 
southern Italy and in Sicily. 

The contrast between the economs 
and production of those areas in 
ltaly where farming is extensive, and 
those where it Is intensive. can be 
largely but not entirely explained by 
the effect of the climate. There is 


no doubt that the south and the 
islands, where most of the large 


estates are found, are subject to 


drought, and have a_ prevalently 
clavey soil, with little natural 
fertility. 


On the other hand, it must be 
remembered that modern technology 
has found many ways to improve 
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even soils such as these by the use 
of irrigation as wel! as dry farming. 
by deep ploughing in summer so as 
to hold the winter rains, by prevent- 
ing soil erosion and the like. The 
question which needs an answer is 
why modern farming technique has 
not had a proper chance in these 
areas. 

The reasons have their roots in 
past history. One reason is that. 
mainly because of malaria. the farm 


workers have left the flat. open 
country and have congregated in 


very large villages, often containing 
a peasant population of 40,000 or 
S0,.GOO who live as much as nine or 
ten miles from their work. In such 
conditioas no improvement is pos- 
sible. That is why the great estates 
have so few of the things which they 
ought to have, whether it be roads. 
houses, water supply, drainage or 
stream control. The land is divided 
between grain crops and pasturage 
for the sheep, the yields per hectare 
being very small. 

The peasant in his village usually 
has no more than two or three sma!! 
rooms (frequently only one), where 
he lives with his family and his 
mule, which ts his only animal, used 
for work and transport of every 
kind. 

The landlords who own the estates 
are nearly always absentees. They 
live in Naples, Rome or Milan, and 
lease the land to a kind of sub-land- 
lord called a “ gabelloto.” who lets 
it to the peasants, trying to squeeze 
the most out of them as well as out! 
of the owners. 


January-March, 1982 
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There would appear to be nobody 
to take the place of these owners 
excepi the peasants, as there are no 
middle-class farmers in these dis- 
tricts. Doubts have existed in the 
past Whether the peasant would be 
able to carry on farming better than 
under the present system; but the 
war has had a deep effect on the 
peasant mind. Jt showed him 
machines, it put a premium on indi- 
Vidual initative. We 
today that if the peasants became 
responsible for farming, economic 
progress would be promoted rather 
than retarded. 


can dassuihie 


Land Reform Laws 


Three special laws have been 
enacted, and these are in full force 
namely: 

(a) The law known as the * Sila ™ 
Law, named after the mouvia ns 


North Calabria. This lays down the 
lines of land reform for S'la proper 
and im those easiern paris of Cala- 
bria which adjoin the lonian Sea. tt 
was enacted on May 12, 1950. 


(b) Law No. 841 of October 21, 
1950. This ‘Extract ” Law, 
the purpose of which ts to anticipate 
the genera! land reform law tn the 
areas Where this is most urgently 
needed. It empowers the Govern- 
ment to define by decree the regions 
to which the law is to apply. 


is the 


(c) The Law of December 27, 
1950, which was issued by the 


Regional Government of Sicily. This 
is in the nature of a general law 
appiying to the whole of that ts!and 


The “Sila” Law differs from the 


* Extract”? Law mainly in the pro- 
cedure for expropriating land. Under 
the * Sila * Law all land held by one 
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owner in excess of 300 hectares mas 
be expropriated, in so far as it has 
not already been subjected to inten 
sive methods of cultivation. 

Phe * Extract Law” is the basic 
law, and its main provisions are: 

1. Landed property in certain 
areas is made subject to expropria- 
tion to a greater or lesser extent, 
depending on the size of the pro- 
perity and the degree of intensity 
with which it is farmed. The land is 
“measured ” by the taxable assessed 
inconie from it, and the intensity of 
cultivation by the assessed income 
per hectare. The degree of expro- 
priation varies with areas, but on an 
average the percentages are: 


Medium estate: 


Intensive 20-30 

Extensive 45-50: 
Large cstate: 

intensive SU-55 

Extensive TG-80° 


2. Landlords can retain one-third 


of the expropriated area, provided 
they carry out radical improvements 
ind intensify the cultivation. 

3. Some lands are exempted if 
thev are certified as “ efficient.” The 
criteria are: crop yields at least 40 
per cent above the average for the 
disirict, an average labour-input of 
not than 0.30 man-units per 
hectare, and superior conditions of 
work and living for the workers. 


{ess 


4. The compensation paid to the 
owner ts equal to the assessment for 
the purposes of the property tax of 
1947. It is paid in 25-year 5 per 
cent Government bonds. 

5. The land is allocated within 
three years of expropriation to the 
peasants who are entitled to it. They 
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pay according to a formula as 


follows : — 

[he compensation value (well 
nelow market price) plus the value 
of improvements carried out by the 
Land Agency (minus subsidies for 
those improvements) multiplied by 
iwo-thirds. This amount has to be 
paid over 30 years with interest at 

{ per cent. 


Hielping New Owners 

The improvements made by the 
State frequently involve an outlay 
approaching £100 an acre, but in this 
work the labour of the peasants who 
are eventually to have the land is 
used as far as possible. At a com- 
paratively early stage the peasants 
will be allowed to work the land 
while the improvements are still in 
progress. In later stages technical 
advice and assistance, coupled with 
a cheap and ready credit system for 
the purchase of seed, tools and 
domestic food during the growing 
period, is given. 

Farmers receiving land are 
grouped into settlement centres of 50 
to 100 families, and co-operatives 
are encouraged. 


The whole expropriation and re- 
settlement are expected to be com- 


pleted by the end of 1952, and in a 
few years all responsibility for 
further progress will pass to the 
farmers themselves. The estimated 
total cost to the state—365,000 
million lire ($550 million or £210 
million). 


Footnotes: In Southern Rhodesia. 
some 17,000 natives are being 
moved from Crown and _ alienated 
lands into a new Native Reserve. 
More than four million acres have 
been made available, furnished with 
dams, soil conservation works (soil 
erosion is one of Rhodesia’s biggest 
headaches) and stock control mea- 
sures. To each water borehole there 
will be ten families and no more 
than 240 head of cattle. 


Point Four organisers, with finan- 
cial help from the Ford Foundation 
and the Royal estates, are reforming 
land tenure in the Shah’s estates in 
Persia. The peasants are given 25 
years to pay for their land at 20 per 
cent of its value. The whole of 
Persia is estimated to contain 41,000 
villages, in 40,000 of which the 
tenants live under a system that 
amounts to serfdom. (See Man- 
chester Guardian, August 4 and 5. 
for two articles on the sorry plight 
of the Persian peasantry). 


LAND REFORM FOR THE FELLAHEEN 


Colonel Neguib’s Army H.Q. in Cairo has drawn up a seherne of land 


reform for Egypt. 


No person or institution will te allowed to hold more 


than 200 acres: the remainder will be taken for distribution to the landless. 
Payment to previous owners will te in thirty-vear treasury Fonds on a 


valuation based on pre-war land prices. 


Eastern Economist, New Delhi, August 1, 1952 











“Uneconomic Industries °>—What Are They? 


4n° Australian comment —to Keep 


economy fluid, there must be no 


* special cases,’ and to keep it progressive, there must be no turning bach 


AUSTRALIA'S drastic import restric- 
tions have caused much discussion 
about the position of so-called * un- 
economic ~ idustries. These indus- 
tries have not been uneconomic in 
the sense of not showing a profit to 
their owners. On the contrary, be- 
cause they have been profitable, thes 
have aitracted capital and labour. 

But it has been argued with good 
reason that a policy. which’ en- 
courages (say) light industry may be 
uneconomic in that it draws limited 
resources into those channels to the 
neglect of basic indusiries and rura! 
production. The long-term inierests 
of Australia, it !s argued, demands 
maximum expansion of her primary 
industries. 

When any industry's interests are 
threatened, it produces ample evi- 
dence to establish (to its own satis- 
faction at least) why it should be 
ireated as a special case. Whether 
what ts to be curtatled is a particular 
public work or Government depart- 
ment, a pin factory or a motor-car 
works, sheep-raising or dairying, the 
issues are made to amount to a 
‘special case.” and reasons will be 
adduced why the necessary restric- 
tive measures should be applied in 
some other direction. 


Lneconomic Agriculture? 

The decline of dairying and 
wheat-growing in Australia has been 
commented on as a state of affairs to 
be regretied. But in an_ overall 
picture, is it possible that this trend 
could be desirable? 


row Prrorities a Food Proauction,” 


Trends 


A suggestion that there could be 


such a thing as over-investment in | 


sheep-raising for wool would sound 
like heresy. Yet, is Butter made from 
the butter-fat content of cows’ milk 
the most efficient way to supply a 
community with an edible fat?) And 
is grazing of millions of sheep the 
most efficient means of producing 
apparel fibre? 

This does not mean that hereafter 
public works designed to improve 
the carrying capacity of exclusively 
sheep-raising areas (that is areas of 
land for which no profitable alterna- 
tive uses can at present be contem- 
plated) should be retarded or aban- 
doned merely because in the opinion 
of some people the prospects of 
economic. returns therefrom — will 
have receded ten or more years 
hence, because of advances in the 
industrial production of fibres. 

Silk was eclipsed by nylon. yes 
But is that sufficient ground on 
Which to accept, at this stage, that 
wool cannot compete, or that it may 
not prove a valuable adjunct to 
fibres produced by — alternative 
means? 

Likewise, the superior quality of. 
or consumer preference for butter ts 
no guarantee of its economic survival 
against other edible fats. Peanuts. 
coconuts and whales, from which oil 
to manufacture margarine 1s derived 
are just as “ natural” as dairy cows 
Policies are Here Today . 

In truth--and it must be acknow- 
ledged -there is not for any industry 


Rural Bank of Venu South Wales 


Sydney, June, 1952 
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UNECONOMIC INDUSTRIES 


clearly defined long-term objec- 
only vague notional tdeas of 
ibadle alternatives. Policy ts 
iermimed by a series of short-term 
yjectives closely allied to and often 
distinguishable from political ex- 
pediency. What ts essential is that 
.e recognise objectives for what they 
ire Short-term, and expedient. 

The probable future of indus- 
rially-made fibres cannot be ignored 

determining the wisdom of expen- 

ture of millions of pounds on 
ater supply, road and rail construc- 

m1 In Certain areas. Expenditure 
lesigned specifically to raise dairying 
production im certain areas, against 
the possible long-term gains to the 
-hole community of similar expen- 
liture in other directions must come 
inder similar scrutiny. 

\ll communities are continuous 
ind complicated organic processes. 
\t no time do they start off with a 
‘clean slate,” so to speak, and it is 
1 such a state of continuous evolu- 
onary development, and in the face 


of a variety of pressures, that the 


politician is faced with the not-to-be- 


LIFE AND TIMES OF 


A HOUSING 


419 


envied task of making and justifying 
decisions. 

Put in its simplest form, the know- 
ledge (if accurate fore-knowledge 
can ever exist!) that an at present 
essential commodity “XX” will, by 
the development of new processes. 
be entirely supplanted ten years 
hence by a new commodity “Y,” 
does not alter the fact that demand 
is a continuous process. A project 
that may take many years to develop 
may have to be persisted with, there- 
fore, to support production of “ X ~ 
meantime notwithstanding _ that 
simultaneously its functions may be 
neutralised by progress in the field 
of “ Y.” We cannot. for example. 
neglect developmental works such as 
the Snowy River Scheme. or neglect 
conditions in, and the eiliciency of 
operation of coal mines, because 
some scientists are confident that 
within ten to twenty vears we will be 
able to make our rain to order and 


generate electricity from atomic 
energy Works related to the future 


production of wool and butter are 
no diflerent in principle. 


CHAIRMAN 


We had complaints from one of our tenants that the elderly woman 


upstairs made too much noise, so we rehoused her. 
on her, and she showed me 
on the 
people in ithe house. 


tours started complaining. I called 
dozen biscuit tins which she bashed 
morning to annoy other 


Then her next neigh- 
half 

floor at ene o'clock in the 
There are plenty more 


problems for the Housing Department. During the past year it has received 


52,497 


callers. 
: 


letters; the officials have written 66.969 repiies and scen § 
The waiting list for nouses includes appticants from 194 


=>. 


326 


J 
3.638 


want two-bedroom flats, 2.878 want only one bedroom. 


The job has its trighter moments. 


Phere is the man who offered to 


pay an extra 16s. 2d. a week to bring his rent up to the full economic rate 
He told me: “1 can afford it. We don’t go short of anything. and I feel in 
my conscience that I should pay the full rent.” 


Alderman Willison, Wandsworth 


Borough 
quoted in South London Press, August 1. 


(London) Housing Chairnian, 
195) 











Britain’s 1951 Census of Population 


Tut proportion of elderly people has 
increased greatly since the last Cen- 
sus in 1931. Men 65 and over in- 
creased from 6.6 to 9.3 per cent of 
all males, women 65 and over from 
8.1 to 12.3 per cent of all females. 

The percentage of married women 
in total female population has also 
risen; the figures are (England and 
Wales only): 


Age 193] 195] 
15-19 ahd 1.8 4.5 
20-24 25.8 48.4 
25-34 67.0 81.9 
The proportion of divorced per- 


sons has also risen considerably. In 
1931 only 8 in 10,000 were divorced. 
now 45 in 10,000 are so: women 
divorcees are relatively and abso- 
lutely in greater numbers than men 
divorcees. 
Occupations 

The working population is now 
224 million all told: 805,000 of these 
are 65 and over. Agriculture occu- 
pies just over | million, mining and 
quarrying 845,000, textiles 1} million 

these three broad categories are 
declining in labour force. The ex- 
panding occupations in industry are 
chemicals (444,000), metals, engin- 
eering and vehicles (nearly 4 million) 
and building (over 1} million). 

Among non-industrial occupations 
the expanding professions are: Doc- 
tors, dentists (54,000 against 41,000 


in 1931). Teachers (305,000 as 
against 261.000 in 1931 — men 


teachers having increased 50 per 
cent), Architects (16,000 as against 
9,000}, Accountants (27,000 — as 
against 14,009). Civil, mechanical 
and electrical engineers (94,000 as 
against 33,000) and Scientific wor- 
kers (111.0060 as against 28,000). 


From C€ sus, TOSI, Great 


Britain, One 


Painters, sculptors, etc., have de- 
clined from 16,000 to 15,000. 

One in every ten workers is now a 
clerk or typist; the figures for this 
giant group are: 2,124,000 in 195! 
as against 1,273,000 in 1931. 
Housing 

Of the 14$ million households in 
Great Britain, 12,403,000, or 86 pet 
cent have structurally separate dwell- 
ings. The total number of dwellings 
increased between 1931 and 1951 by 
over 3 million; the number of house- 
holds by about the same number. 
Average size of household is 3.21 
persons. The number of people living 
alone has more than doubled since 
1931; they occupy 3.2 rooms apiece 
on the average. 

Households of 2-4 persons have 
increased by 40 per cent., those of 
6-7 decreased by 30 per cent., those 
of 8 or more by 52 per cent. About 
14 per cent of total households share 
a dwelling. In England and Wales 
in 1931 there was 0.83 of a person 
per dwelling room; in 1951 the 
figure was 0.73. Therefore, in spite 
of an increase in population of 33 
million in the period, the average 
standard of density has not declined. 


Footnotes: A Vital Statistics Re- 
port of the World Health Organisa- 
tion says that since 1851 the popula- 
tion of the world has about doubled, 
from 1.171 million to 2,378 million. 

Preliminary figures from the South 
African Census of 1951 show that 
the Europeans there are multiplying 
by 11 per cent per annum, natives by 
9 per cent, and the Asiatics by 28 
per cent. Total population 
12,656,000, of which natives number 
8 500,000. 


per cent Sample Tables, H.M. Stationer\ 


Office, London, July, 1952 
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For Reterence...:- 


frems in this Section are kept for one 
year at the offices of Economic Digest. 
Thev are available to members of the 
Lconomic Research Council and readers 
arrangement. Please write, citing 
ference number of items given in 
rackets, to 18 South Street, London, 
Hil. or telephone GROsvenor 4581. 


NORTHERN IRELAND: — Economic 

and Business Conditions in 

Northern Ireland. Midland Bank Review. 
yndon, August, 1952 (146). 


STANDARDS OF LIVING: Standard 
! Living and Real Wages in Various 
( ountries, by E. von Hofsten. Quarterly 
Review, Skandinaviska Banken. Stock- 
olm. July, 1952 (in English) (147). The 
countries are: U.S.A.. Denmark, France. 
Italy, Netherlands. Norway, Russia. 
Switzerland and W. Germany; a table is 
zven of work-hours required to buy 
taple foods, together with a discussion 
ff other factors which must be taken into 
iccount, : 


INDIA: Development of the Treasury 
Bill in India, ty S. L. N. Simha. Reserve 
Bank of India Bulletin, Bombay. June. 
1952 (148). History of this form ot 
Government financing since 1917, with 
full statistics. Also in the same item is a 
short survey of the Indian Central Budget 


1952/53. 


“TOLTESS 


Power and Irrigation Developments in 
ind'a. The Times Review of Industry. 
i.ondon, August, 1951 (149). Deseription 
of the backtone of India’s Six-Year Plan. 
CANADA: The Widening Influence of 
Prairie Oil and Gas. Monthly Review. 
Bank of Nova Scotia, April-May, 1952 
150). Includes detailed maps of the dis- 
covery areas and pipelines. 


EXPORT CREDIT GUARANTEES: 
Export Credit Insurance within the 
Framework of Export Promotion. Quar- 
terly Review, Amsterdamsche Bank 
Incasso Bank, Amsterdam, No. 96, 1952 
(151). Theoretical and practical descrip- 
tion of the exports credit guarantee 
market in general, and Dutch experience 
in particular (in English). 

INSURANCE: British Insurance. Sup- 
plement to the Economist. London, Juls 
12, 1952 (152) A survey of British 


42| 


insurance tn all its aspects, with detailed 
ligures of the bigger concerns’ assets. 
liabilities and interest rates, and a table 
on the business done in the U.S.A. by 
British companies. 

PRODUCTIVITY: Streamlining Produc- 
tion. Anglo-American Council on Pro- 
ductivity, London, August 10/11, 1952 
(153). Review of the internal-combustion 
engine industry. and the changes that 
have taken place since the first report of 
the Council on this subject in 1950 


ITALY: Ttalan Emigration: Its React 
tions on World Peace. Italian Affairs. 
Rome, July, 1952 (154). Includes a table 
showing total emigration since 1900, and 
Its division tnto Europe and Overseas 
Up to 1914. emigration was around 
1,000-2,000 per 100,000 inhabitants. But 
in 1951 the figure was 286 per 100,000. 


Statistical Appendix to the Quarter 
Review of the Banca Nazionale del 
Lavore. Rome. March. 1952 (155). 


Figures on investment. national income 
prices, wages, ctc.. and an analysis of the 
last four central budgets. 

GERMANY: German Debts and Assets 
in Foreign Countries. Wirtschaftsdienst 
Kiel, July. 1952 (156). Thorough analysis 
of the German debts, and some sharp 
comments on the Agreement of this year. 
particularly regarding the anti-cartel 
policy of the Allies (in English). 

HONG KONG: Hong Kong Seeks New 


Markets. Financial Times. London, July 
11, 1952 (157). Short description of the 
present economic situation in the kai 


Eastern Gibraltar. 

MARGARINE: The Place of Margarine 
in the Ecenonics of Nutrition. Unileve: 
Limited. London. August, 1952 (158). 
tacts and figures on edible oils and fats. 
ROYAL COMMISSION ON TAXA- 
TION: Memorandum of Evidence by 
the International Chamber of Commerce 
London, May, 1952 (159). Chiefly directed 
towards reform of double-taxation on 
international remittances. 

Second Memorandum of the British 
Bankers’ Association, London, June. 1952 
(160). Concentrates on two problems: 
The rate of progression in British income 
tax, compared with Australia and 
Canada. and the effects of various 
methods of inventory valuation-—a most 
valuable series of examples of the effects 
on book profits is given. using FIFO. 
LIFO, Cumulative Averages and Basic 
Stock systems. 








FOR R SENCE - CONTINUFD 
EGYPT: Egypt in 1951. Annual Address 
of the President ef the National Bank of 
Egypt. Journal of the Anglo-Egyptian 
Chamter of Commerce, June, 1952 (161). 
Tirade and finance review of the countrv, 


New 


Books Reviewed 


Ra a em ee me me 








together with a note on the foreign trade 
during the vear. Imports rose, but gold 


ceounted for most of the mse: the excess 

of imports more than doubled over that 
of 1950. The U.K. remained Egypt's top 
buyer and supplier during the year, 


Monthly Digest of Statistics, H.M.S.O., London, May 1952 


This recent numter of the regular 
monthly series of Statistical digest is 
worth special mention -ecause it con- 
tains the most complete official figures 
on social services expenditure since the 
Second World War. Food sutvidtes are 
not included. but the costs of the milk 
ind welfare foods schemes are. So are 


The Rate of Interest and other essays, by 

The theme of these essays !s an 
analysis of a dynamic economic system. 
“We have all been studying dynamic 
economics all our lives.” says Mrs. 
Robinson, “for no one can refrain from 
reflecting on actual economic events, and 
actual events are always dynamic.” The 
analysis ts offered, however, as an agenda 
for discussion and not as complete in 
itself. 

The essays are on “The Rate of 
interest.” “ The Economics of Technical 
Progress ™ and “ The Generalisation ot 
the General Theory of Keynes.” All are 
written in the delicious style we have 
come to expect of the auther. On cheap 


Arbitration, A Studs 


This pamphlet deals with the present 
system of arbitration in labour disputes 
in Britain. It contains a short historical 
survey of the subject. with the conclusion 
that “government policies aiming at 
making arbitration an alternative to col- 
lective bargaining or at giving it a central 
place in a regulatory system under legal 
supervision have, historically, failed.” 


Encouragement of conciliation, on the 
other hand, has had more success. One 
question which this pamphlet helps to 


of Industrial Experience, by H. A. 
Series, 


war pensions. Total expenditure on 
National Health and Insurance payments 
Education. National Assistance and old- 
age pensions, housing subsidies, Family 
Allowances, nutrition services and child 
care was £1.442 million in 1950/51 as 
against £1,381 million in 1949/50. 


Joan Robinson, Macmillan, London, 10s. 6c 


money politics, her parting shot is: “If 
the authorities’ nerves are shaken by the 
ferocious growls with which the bears 
have been deafening them, and once 
allow bond prices to relapse, the growling 
of the bears turns to joyous velps of * 1 
told you so’ and the expected Fond rate 
is so much the higher for ever after.” 

Phe notes on the economics of techni- 
cal progress are particularly well worth 
reading. The effect on wages of innova- 
tlons in industry is” fine-drawn, and 
should) form part of the economic 
student’s compulsory reading from now 
on. 


Turner, Fabian Research 


is 


settle is whether arbitrators are “ im- 
partial.” “ If impartiality means to make 
judgments in the light of some objective 
principle independent of the interests in- 
volved, then arbitrators cannot be impar- 
tial because no such universal principie 
has yet been revealed. The concern of 
arbitrators is to make the decision which 
is least likely to provoke resistance from 
cither side. Arbitration awards reflect 
the industrial situation, not the personal 
prejudice of arbitrators, 








NEW BOOKS REVIEWED 


tradc / 


we Pattern of Life 


gold 
KCCSS 
that This series (twenty booklets all told) is 
» lop now printed in an English version, distri- 
buted in Britain by the Society for the 
Promotion of Central European Studies. 
So far nine numbers have appeared, on 
the political institutions, educational sys- 
tem, judicature and the press of modern 
Poland. Later numbers will deal with 
Foreign Exchange, Reserve Bank 
This is a collection in book form of 
fourteen articles published in the Bulletin 
on of the Reserve Bank of New Zealand 
Vents over the last two years. They deal with 
old- ‘xchange mechanisms generally, concen- 
amily trating on the dollar and sterling pheno- 
child nena as they affect New Zealand in 
jl as particular. The articles are very suc- 
cinetly written, and in this collected form 
they will be invaluable to teachers and 
students. The collection ends with a 
§. O63 _ 
a | UNITED NATIONS PUBLICATIONS 
y the 
bears World Economic Report. 1950-51 (11s.). 
once ind Supplements on Africa (3s. 9d.) and 
wline Middle East (7s. 6d.) are now available 
of *] rom HM. Stationery Office. 
| rate 
ps Population Bulletin No. 1 (May, 1982), 
chni- from H.M.S.O., 4s. 6d. A new occasional 
vorth publication, containing brief articles. First 
1OVAa- issue includes “The Past and Future of 
and World Population” and “ International 
omic Vigration in the Far East.” 
now 
Commodity Trade Statistics. Fourth Issue, 
jan.-Dec. 1951. Statistical Papers Series 
D, No. 10. Export and import figures 
for 18 countries, 
earch 
“im- 
make JAPAN, GERMANY 
*ctive 
ts in- 
npar- 
ciple 
rn of by her to the World Bank. 
which the World institutions on August 14th. 
from | similar sum Feing sutscribed to the World Bank. 
eflect | the total to fifty-three countries. 
sonal 
| 


— 


Japan has 

but a postal vote has rejected her application; she may apply again at the 

next full meeting of G.A.T.T. in October. 
U.S. Embassy Bulletin, London, 
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in Poland, by various authors, Mid-European Research and 
Planning Centre, Parts 


the economic institutions, and notices will 
be given in Economic DiGest as they 
appear. The series is written for serious 
students of the Iron Curtain countries, 
and 1s a painstaking and reliable collation 
of facts, leavened by a little level-headed 
comment. 


New Zealand, Wellington, 2s. 6d. 


description of the setting-up and opera- 
tion of the European Payments Union, 
written in August, 1950. Although much 
gold and many credits have flowed over 
the accounts since then, the article ts still 
valuable. if only to remind the reader 
that the Union was intended as a step 
towards liberalisation of trade, and not, 
4S some seem to think. a method of 
subsidising monetary areas. 


Quarterly Bulletin of Steel Statistics for 
Europe, No. 7. June, 1952. ECE, Geneva. 


Agricultural Products and Fer- 
tilisers in 1951/52. ECE/FAO Agricul- 
tural Division, Geneva. July, 1952. 4 
study of average prices paid to farmers 
in 17 European countries. 


Prices of 


Mining Development in Asia and the Far 


East during 1951, ECAFE, Bangkok 
June, 1952 (Document E/CN.11/1, and 
T/ 1.19). 

Third Annual Report on Exchange 


International 
May, 1982. 


Restrictions. 
fund, Washington 


Monetary 


JOIN WORLD BANK, WORLD FUND 


Japan became a member of the International Monetary Fund and of 
the International Bank for Reconstruction and Development on August 13th. 
Her quota for the I.M.F. is $250 million, and a similar sum is sutserited 
Wesiern Germany Fecame a memter of toth 


Her I.M_F. quota is $330 million, a 
These new memters bring 
applied to join the G.A.T.T., 


Anuenust 14, 1952 
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Also Worth Reading 


Electricity, Coal and the Domestic Consumer, The Statist, London, July 26, 1952 
A protest at the fallacies in the arguments which say things like “ stopping 
people using electricity for heating will solve the fuel problem.” If the various 
alternatives for lighting and heating ore priced to reflect the real cost of providiny 
them, “the public can decide what they want.” 





Problems of Under-developed Countries, Ekonomska Revija, Ljubljana, Jugoslavia 
Nos. 3-4, 1952 (in Slovene, with English summary). A warning that aid to under 
developed countries must not be approached from the standnvoint of defenc 
first, development afterwards. 

Structural Changes and Post-war Problems in the Greek Economy, Weltwirtschaft- 
liches Archiv, Kiel University, Band 68, Heft 2, 1952 (in German). A thorough 
survey of the Greek economy, with figures brought up to 1951. 

The Uneasy Triangle, Economist, London, August 9, 1952. There is a three-cornered 
incompatibility between a stable price level, full employment. and free collective 
targaining. It is not possible to have all three, although theoretically at least 
yne can have any two. Which shall be thrown overboard in Britain? 

Reinsurance at Work. Economist, London, August 9, 1982. Description of the 
* hedging * market in insurance in Britain. 

Industrial Future of Laneashire. The Times Review of Industry, London, August, 
1952. “It is widely believed that the slump in the Lancashire cotton industry is 
temporary: indeed, there are already some signs of a recovery.” On the credit 
side of the slump is the movement of workers into industries where they are 
needed more; but there are snags-~Lancashire has not a sufficient diversity of 
industries to take these workers; and the real shortage 1s in skilled engineers, not 
in the kinds of worker (mainly women) that are coming on to the labour market. 
Phis article, which is written by K. S. LomMax. also warns the cotton industry 
that it must not rely on preferences to keep its foreign markets; any Government 
favours must be deserved, by showing greater adaptability and efficiency. 

(ar Manufacture in Australia, The Times Review of Industry, London, August, 1982. 
An increasingly important industry in the Australian economy; output is 60,000 
vehicles a year, employing 80,000 people. The number of components which are 
made focally ts increasing. 

Canadian Oil, Petrolewn Press Service, London, August, 1952. “It is foreseen that 
investment in the Canadian oil industry will rise from $250 million this year to 
$400 million a year within the next few years.” Operating costs in some cases are 
slightly higher than in the U.S.A. But the discoveries so far have been scattered 
and small—Canada is not another Middle East. 

Phe Development of British Monetary Policy, by R. S. Savers, Quarterly Review, 
Banca Nazionale del Lavoro, Rome, January-March, 1952. “ The changes made 
on the British monetary scene afier the autumn of 1951 have been discussed as 
though they marked a revolution in policy. In fact there has been no overturn 
of the ruling doctrines. But teeth have been put into the old policy ... the 
policy remains essentially the old one of credit discrimination, but it has been 
made altogether more effective and also, for the government, altogether more 
expensive.” An edmirabi ‘eseription from the technical standpoint of the 
present monetary disposition 

\ Commodity Price Indicator, Economist, London, July 19, 1952. A new calculation, 
avoiding the pitfalls of the British price indices, of a general index using quota- 
tions from the most representative markets (London for tin and rubter, New 
York for copper, Colomto for tea, ete.), with clear charts of movements in the 
period 1947-mid-1982. 

Hinsard Items (Commons Reports): Kenya Land Hunger. July 17. Column 2346. 
Colonial Development Corporation, July 17. Column 2359. U.K. Food Subsi- 
dies, 1952-53, July 23. Written Answers, Column 36. Transport in the Scottish 
Economy, July 28. Colum 1113. Economic Debate, July 29, Columns 1273 foll., 

Jiely 30. Columns 1495 foll. 
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